Foothill 125,0
Fremont 104,7
Gavilan 160,0
Glandale 104,0
Grossmont 10§,7
Hartnell 96,8
Inparial 83,5
Kern 107,9
Lake Tahos 84,9
Lassen 84,6
Long Beach 100,0
Los Angeles 119,2
Los Rics 115,0

Marin 95,0
Mendooino 80,4
Marced 92,8

Mira Costa 102,98
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Summary

This document responds to the Legislature’s directive that the
Commussion report annually on the compensation eamed by higher
education executives in California’s public umiversities For the
first time 1n this senes of reports, this document also contains
information on salaries received by community college executives
Besides detailing these statistics, this report discusses the respon-
sibilities of college and university executives that affect their com-
pensation and provides a context for further analyses of execu-
tive compensation

Thus report reveals the following facts about executive salaries

1 The salanes earned by executives of individual community
colleges range from $80,400 to $129,669, while those of ex-
ecuttves of multi-campus districts range from $100,000 to
$145,000, and reflect local autonomy and flexibility more than
systemwide consistency

2 The average salary of the Califorma State Umversity’s 20
campus presidents lags the average of their national comparison
group by 11 1 percent, even after the State University increased

its presents’ salaries an average of 8 7 percent as of April 1,
1994

3 The average salary of the Unmversity of Califorma’s nine
campus chancellors lag the average of two comparison groups
by 12 4 percent and 14 5 percent as of January 1, 1994

4 Both the Califorma State Umiversity and the Umversity of
Cahforma have recently revised their executive compensation
policies and practices to make them simpler and more
comprehensible

In addition to information on campus-based executives’ compen-
sation, this report contains facts about the salanes and perqui-
sites recerved by executives m each of the systems’ statewide of-
fices

The Commission adopted thus report at its meeting on August 29,
1994, on recommendation of its Fiscal Policy and Analysis Com-
mittee Additional copies of the report may be obtained from the
Commussion at 1303 J Street, Suite 500, Sacramento, Califorma
95814-2938
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Background and Organization
of the Report

HEN adequate resources were available and student charges low, there was less
interest 1n the salanes paid to executives and the perquisites that they received, ex-
cept when the process by which these compensation levels were set was deemed
to disregard or violate the public trust In those instances, the furor revolved around
the percerved arrogance of the executives and the presumed irresponsibility and
secretiveness of the govermng boards’ actions and not the actual salaries and ben-
efits earned by higher education leaders However, one consequence of the cur-
rent constrained resource environment for higher education -- duning which stu-
dent fees have increased precipitously -- has been escalating concern about the ac-
tual compensation for executives and the rationale and methodology by which
compensation levels are established This report discusses both of these topics with
respect to each of Califormia’s three public higher education systems

The Commission’s The Commussion’s reports on executive compensation began in 1981 with supple-
prior analyses mental language to the Budget Bill that directed the Commussion to present “com-
of executive  parative information on salaries of admimistrators withun the University of Califor-
compensation ma and the California State University ” These annual reports over the past 14
years have detailed the extent to which the salaries (but not the total compensa-
tion) of admurustrators in Califorrua’s public universities compare to those 1n simi-

lar institutions nationally

However, the recent intense interest in executive compensation 1ssues resulted i
the Legislature directing the Commussion to examine in more detail the compensa-
tion recerved by Califorma’s public higher education executives The 1992-93
Budget Bill contained the following language

It 1s the intent of the Legislature that the University of Califormia and the Califor-
a State Umiversity report to the Califorma Postsecondary Education Commus-
siont on January | of each vear, beginning on January [, 1993, on the level of the
total compensation package for executives of the Umversity of Califorma (includ-
g the president, senior and vice presidents, and campus chancellors) and the
Califormia State University (including the chancellor, seruor and vice chancellors,
and campus presidents}, respectively Information on the total compensation pack-
age shall include detart concerning all of the following

(1) The structure and amount of salary compensation (current and deferred cash
benefits), including but not limated to, all special supplemental income plans and
nonqualified deferred income plans

(2} Actual expenditure data associated with health and retirement benefit and
perquisites by all funding sources (including non-General Funds), including, but



Organization
of the rest
of the report

not limited to, salary, isurance benefits, payment of federal and state income
taxes, payment of property taxes, housing allowances, house maimntenance allow-
ances, benefits to spouses, subsidized interest rates, and expense accounts

It 1s the mtent of the Leguslature that the California Postsecondary Education Com-
mussion review the information prowvided and transmut its comments thereon to the
Jomnt Budget Commuttee, the fiscal commuittees of each house, the appropriate pol-
icy commuttees of each house, and the Governor on or before March 1 of each
year, beginning on March 1, 1993

Although this language was vetoed by the Governor, the Califorma State Univer-
sity and the University of Califorrua have submutted reports to the Commussion
dunng the past two years

This report responds to both the 1981 and 1992 legislative directives by presenting
information on the total compensation packages paid to hugher education execu-
tives in California and the extent to which the base salanes of campus executives
compare to those earned by executives of comparable institutions across the coun-
try Like last year’s report, it presents information on executive-level positions
only, whereas previous reports on admirustrative salanes had included information
on various campus adrministrative positions, including deans, directors, vice presi-
dents, and vice chancellors

For the first time, this report includes information not only on Califorma’s two pub-
lic universities but also on its communmty colleges, n that 1t descnbes the compen-
sation of executives both at the campus and district level and in the statewide Chan-
cellor’s Office

Section Two provides a context in which to examine 1ssues of executive compen-
sation by explonng the role and responsibilities of those who hold those positions

Section Three presents information on the compensation earned by chief execu-
tives on community college campuses and in the statewide Chancellor’s Office

Section Four discusses the compensation program of the Califormia State Univer-
sity, including recent changes 1n the way compensation 1s set for campus presi-
dents It compares these base salaries with those received by chief executives on
comparable campuses nationally and then analyzes the compensation earned by
seven executives i the State University’s Office of the Chancellor as of April 1994

Section Five describes the recent evolution of the Umiversity of Califorma’s exec-
utive compensation program, the compensation packages currently m place for the
campus chancellors, the salanes paid to their counterparts at comparable institu-
tions nationally, and the compensation received by ten executives at the system-
wide Office of the President as of January 1994



Context of the Report

N traditional economuc terms, within a free-market system, an individual’s salary
15 closely related to the value that others place on the individual’s work in terms
of productivity, complexity, required technical expertise, and level of responsibil-
ity Examinming the level of compensation for public higher education executives
thus involves analyzing these four factors, with particular attention to answenng
the question, What are the major responsibilities of executives in public colleg-
es and universities”?

Responsibilities Former Legislative Analyst A Alan Post, 1n his 1992 report on executive compen-
of public higher sation to the Regents of the Unuversity of California, identified three distinct areas
education executives 1n which college and university executives should demonstrate leadershup qualities
and sound judgment academe, business, and government (p 16) These three
areas of expertise encompass the three principle responsibilities of public higher
education executives -- educational leader, corporate admmstrator, and public

servant

1 Educanonal leader Chancellors, presidents, and superintendents of Califor-
ma’s public umversities and commumty college districts are, first and foremost,
educational leaders whose responsibility 1s to help students develop the skulls,
competencies, and knowledge they need for success and for ensunng the eco-
nomic, social, and political health of the State Moreover, educational execu-
tives serve as catalysts 1n coalescing faculty and staff members to fulfill their
mstitutions’ academic mission and in providing the physical, financial, and per-
sonnel resources necessary to accomphish its educational purposes

2 Corporate admimmstrator Califorma’s pubhic lugher education executives op-
erate enterpnses of various sizes and complexities Many campuses have bud-
gets in the tens of millions of dollars, workforces in the thousands of faculty
and staff members, and outcomes 1n the hundreds or thousands of educated
students and graduates Moreover, higher education executives raise revenue
from multiple sources, establish prionties for the aliocation of those resources,
and admimster mynad programs 1n hght of disparate and often contradictory
federal, state, and local regulations and laws

3 Public servant As Mr Post notes n his report, executives of public colleges
and universities function 1n a governmental capacity and are the custodians of a
public trust rather than of “a moneymaking enterprise governed by the “invisi-



Policy issues
in considering
executive
compensation

ble hand’ of Adam Smuth ” As such, according to Mr Post, they require “the
mntellectual and moral qualities which foster and sustam the collegiality of the
academic commuruty, including both faculty and students, and maintain the sup-
port of the alumm, the political bodies, and the publc™ (ibid }

These three academuc, corporate, and government responsibilities are often mutu-
ally complementary and supportive, but nherent dispanties among them tend to
become foci of discussions about the appropriate level of compensation for public
higher education executives -- and about the policies, cntena, and methodologies
that should govern the establishment and review of those compensation levels
These contradictions are exemplified in questions such as these

1 Should presidents and chancellors be compensated at levels sigruficantly higher
than senior faculty?

2 Should presidents and chanceliors receive higher salanes than some State elect-
ed officials or State-level agency directors?

3 What influence should the compensation of executives in non-academic but equal-
ly responsible positions have on that of presidents and chancellors?

4 Should presidents and chancellors receive salary increases at a time when stu-
dent fees are escalating? If those salary increases were not granted, could stu-
dent fees be maintained at their current levels or even reduced?

Particularly when these discussions are conducted 1n a hugh-profile atmosphere
charactenzed by examples of perceived abuse -- either by executives themselves
or by governing boards -- the opportunity for rational and constructive dialogue
becomes remote, as has been evident over the last few years in Califorrua

The Commussion hopes that this context for the analysis that follows will contnb-
ute to a more constructive discussion about the policies, guidelines, and methodol-
ogy for determining and reviewing the compensation levels of Califorma’s public
higher education executives As Mr Post implies, the policy 1ssues surrounding
compensation for higher education executtves are complex because these execu-
tives function 1in multiple roles with mutually complementary, albeit sometimes
disparate, expectations and responsibilities

+ On the one hand, they manage a highly tramned and expenenced workforce and
multi-million dollar budgets to accomplish an extraordinanly vital mussion and,
as such, they should be appropnately and well compensated

¢ On the other hand, they hold a public trust and serve the publc interest and, as
Mr Post notes, “many features of public service and academic leadership
provide psychic income or job satisfaction apart from monetary considerations

In actuality, as will be seen, these two views are reflected in the policies of Cali-
forma’s public systems of higher education that are described 1n the final sections
of this report
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regarding
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compensation

The Commussion views the topic of executive compensation on three levels

1 As a small element of lugher education finance, because of the relatively insig-
mficant amount or proportion of resources mnvested in higher education that
are dedicated to the salaries or perquisttes for executives,

2 As a sigmficant contribution to quality in higher education, because of the cru-
cial role that executives play in leading campuses and setting institutional prior-
1ties, and,

3 As a major public relations challenge, because of its potential to generate mis-
understanding and a hugh degree of negative emotion -- whether justified and
reasoned or not -- that has the capacity to endanger public confidence and trust
in the entire higher education enterpnise

The Commussion’s activities with respect to executive compensation have con-
centrated, and continue to focus, on the contributions to educational quality that
executives can ensure and the impact of compensation levels on the financing of
higher education To that end, the Commussion has 1dentified the following funda-
mental public policy 1ssues with respect to executive compensation

1 What should be the critena for setting compensation levels for ligher education
executrves?

2 How should those critenia be measured and assessed?

3 If a comparative methodology 15 determined by goverming boards to be the
appropriate strategy for setting compensation levels, who should be the com-
parators and on what basis should they be selected?

4 How should the mutual roles and responsibilities descnibed above be reflected
in compensation levels? That 1s, should the comparators be other higher edu-
cation executives, corporate chief executive officers, or governmental officials?

5 What are the standards of performance expected from higher education execu-
tives and by what critena should compensation levels be established for incum-
bents?

Thus report and subsequent studzes tn this senies will focus on generating discus-
sion related to these 1ssues

The responsibility for estabhishing policy and setting executive compensation lev-
els in California public lugher education rests with the governing boards of each
communuty college district and the statewide boards for the public uraversities
Moreover, each commumty college district and public university system’s govern-
ing board 1dentifies the methodology that it believes appropriate to implement its
policies and determines the specific level of compensation to be earned by each
executive 1n the district or the system Finally, the goverming board has the re-
sponsibility of reviewing on a regular basis the salanes of its executives and decid-
mng whether those salanes should be modified



The Commission’s primary role with respect to executive compensation is to present
information on three issues (1) the policies adopted by the governing boards, (2)
the levels of compensation that have been set, and, (3) when appropnate, the ex-
tent to which those levels compare to simular institutions nationally Additionally,
through its staff, the Commission partictpates in discussions leading to the identifi-
cation of the sets of mstitutions comprising the companson groups for the Califor-
nia State University and University of Cahfornia that are described in Parts Four
and Five of this report Finally, the Commussion seeks to focus attention on those
aspects of the 1ssue of executive compensation that are relevant to the enhance-
ment of educational quality within acceptable fiscal parameters

Readers are encouraged to review the three remaining sections of this report from
this vantage point In so doing, executive compensation can be placed n 1ts ap-
propriate context within the mynad challenges and 1ssues facing California higher
education as the twenty-first century approaches



Executive Compensation in the
California Community Colleges

HE legislative directive to the Commussion for this report did not require inclu-
ston of information on executive compensation tn the Califorma Community Col-
leges, but the staff of the Community College Chancellor’s Office asked that the
Comnussion include information on compensation at the district and statewide lev-
els in this report  The Commission acceded to this request and reproduces the doc-
ument prepared by the Chancellor’s Office in Appendix A on pp 27-34 below
Here, the Commussion summanzes the content of that document and comments
on the personnel configuration and salary levels in the community colleges

Compensation Display 1 on page 8 presents information on the base salaries recerved by the chief
for executives  executive officer in each of Califorma’s 71 communty college districts Display 2
in community at the bottom of that page summanzes the range and mean compensation levels

college districts  for these chuef executives by distnct configuration 1n multu-campus districts, the
chief executive 1s a chancellor, 1n single-campus districts, the chief executive 1s a
president

As 1s evident from these two displays, considerable vanation exists 1n the level of
compensation received by the chief executives m commumty college distnicts For
the 21 multi-campus districts, the range spans $45,000 —~ from $100,000 m the
Yosemute District, which operates two colleges, to $145,000 1n the Saddleback
Distnict, which also operates two campuses The mean salary received by the 21
chancellors 1n 1993-94 was $116,471

With respect to the salanes paid to college presidents of the 50 single-campus
districts, the range spans $49,269, with the lowest salary ($80,400) pa:d at Men-
docino College and the highest ($129,669) paid at Santa Monica Coliege The
mean salary received by presidents in all 50 of these single-campus districts 1n
1993-94 was $98,782

Salanes of chief executive officer positions in the communty colleges have changed
over the last two years 1n the following ways

*

Since the 1992-93 year, the salanes of 26 presidential positions have changed
Of those, 19 have increased while seven have decreased The net effect of the
changes 1n these 26 positions 1s that the mean for the total group of presidents
increased by an average of $258 between the 1992-93 and 1993-94 years

Salanes for 12 chancellonal positions were modified between the 1992-93 and
1993-94 years In all cases, these salary levels were increased This resulted 1n



DISPLAY I

Distnet

Allan Hancock
Antelope Valley
Barstow

Butte

Cabnllo

Cerritos
Chabot-Las Positas
Chaffey

Citrus

Coast

Compton

Contra Costa
Desecrt

E! Camuno
Feather Raver
Footlull-DeAnza
Fremont-Newark
Gawilan
Glendale
Grossmont
Hartnell
Impenal

Kemn

Lake Tahoe
Lassen

Long Beach

Los Angeles

Los Rios

Marin
Mendocino-Lake
Merced

Mira Costa
Monterey Penunsula
Mt San Antomo
Mt San Jacinto

Title
President
President
President
President
President
President

Chancellor
President
President

Chancellor
President

Chancellor
President
President
President

Chancellor
President
President
President

Chancellor
President
Presidemt

Chancellor
President
President
President

Chancellor

Chancellor
President
President
President
President
President
President
President

Salary

£ 95,000
105,404
84,000
95,765
95,000
115,000
105,000
102,940
97,319
119,309
935,000
128,750
91,575
108,000
85,500
125,000
104,756
100,000
104,000
106,700
06,831
83,513
107,911
84,975
84,609
100,000
119,236
115,000
95,000
80,400
92,830
102,832
90,698
123,900
50,900

District

Napa Valley
North Orange
Palomar

Palo Verde
Pasadena

Peralta

Rancho Santago
Redwoods

Rio Hondo
Riverside
Saddleback

San Bernardino
San Diego

San Francisco

San Joaquin Delta
San Jos¢/Evergreen
San Lwis Obispo
San Mateo County
Santa Barbara
Santa Clarita
Santa Momca
Sequolas
Shasta-Tehama-Tnimity
Sierra Jomnt
Siskiyous

Solano

Sonoma
Southwestern
State Center
Ventura

Victor Valley
West Hills

West Kern

West Valley-Mission
Yosemite

Yuba

California Community College Chief Executive Officers’ Salaries, 1993-94

Tale
President
Chancellor
President
President
President
Chancellor
Chancellor
President
President
President
Chancellor
Chancellor
Chancellor
Chancellor
President
Chancellor
President
Chancellor
President
Presidemt
President
President
President
President
President
President
President
President
Chancellor
Chancellor
President
President
President
Chancellor
Chancellor
President

Salary
$ 93,351
121,125
111,175
£9,500
115,000
119,548
105,496
93,500
104,635
115,000
145,000
106,645
128,012
119,500
110,864
110,000
93,358
110,160
98,439
105,000
129,669
98,584
99,500
98,950
81,200
87,825
119,100
110,223
124,400
119,100
113,220
87,000
87,675
110,000
100,000
111,490

Source Adaptad from matenal submitted by the Chancelior’s Office, Califorma Commumnity Colleges

DISPLAY 2 Salartes of Chief Executives in Califorma Community Colleges, 1993-94

Smele-Camous Distncts Multi-Campus Dhstricts

Number of Distnicts 50 21
Mimumum Base Salary $80,400 $100,000
Maximum Base Salary $129,669 $145,000
Range of Salary $49,269 $45,000
Mean Base Salary $98,782 $116,47

Mean Increase from 1992-63 $258
Source Adapted from material submtied by the Chancellor’s Office, California Communty Colleges

$3,696
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an overall average increase for the 21 Chancellor positions of $3,696 in thus
time period

The Chancellor’s Office of the California Communuty Colleges is considered to be
part of State government As such, the rules, regulations, and procedures that
apply are those set by the Department of Personnel Adminstration, the State Per-
sonnel Board, and the Department of Finance rather than those under the purview
of the Beard of Governors -- the statewide governing board of the community
colleges

Classification of executives and managers in the Chancellor’s Office fall under
two State Civil Service designations (1) exempt positions, whose mcumbents
are either “appointed by the Governor” or for which no permanent civil service
status or tenure exists, and (2) Career Executive Assignment (CEA) positions, in
which incumbents serve at the discretion of a supervisor, but upon removal, may
return to their previous permanent civil service classification

Display 3 presents information on the designations and salaries of the 12 executive
positions currently filled in the Chancellor’s Office As this display indicates, six

DISPLAY 3 Designated Compensation for Califorma Commumty College Chancellor's Office
Executive Staff, 1993-94

Tutle Designation Salery
Chancellor Exempt $106,404
Deputy Chancellor Interjunsdictional Exchange 95,400*
Vice Chancellor - Fiscal Policy Exempt 91,224
Vice Chancellor - Legal Affairs Career Executive Assignment 84,192
Vice Chancellor - Human Resources Exempt 83,952
Vice Chancellor - Economuc Development / Vocation Education Exempt 83,952
Vice Chancellor - Student Services and Special Programs Exempt 74,664
Vice Chancellor - Curnculum and Instructional Resources Career Executive Assignment 74,508
Vice Chancellor - Policy Analyses and Development Career Executive Assignment 74,508
Vice Chancellor - Strategic Issues and Resource Development Exempt 71,220
Vice Chancellor - Governmental Relations Career Executive Assignment 67,788
Vice Chancellor - Management Information Systems Career Executive Assignment 67,788

*Salary not subject to 5 percent reduction implemernted July 1, 1990  All other salanes listed do not reflect the reduction i actual compensation.
Source Adapted from matenial submutted by the Chancellor's Office, Califormia Community Colleges

of the positions are presently designated as exempt, with the incumbents not being
permanent civil servants Five executive-level positions carry CEA designations,
with the incumbents having permanent civil service tenure The remaining posi-
tion -- deputy chancellor -- 15 currently occupied by an individual on an Interjurns-
dictional Exchange (IJE) Thus individual retains a permanent position 1n a com-
mumnity college district but is on loan to the Chancellor’s Office, which reimburses
the distnct for an agreed-upon amount 1n salary and benefits
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Compensation of the chancellor The chancellor’s designated base salary is
$106,404 Because the Chancellor’s Office is a State government agency subject
to the policies of State Crvil Service, the chancellor 1s not eligible to participate in
any deferred compensation program beyond that to which every State employee 1s
entitled The chancellor receives health, welfare, and retirement benefits identical
to those for all exempt State service employees He receives no housing allow-
ance, but he does have the use of a State car for the conduct of State business, and,
as a State employee, he receives General Fund revenue on a reimbursement basis
to cover travel costs when incurred on State business No mformation 1s available
from the report m Appendix A about the existence or extent of any other expense
allowance

Compensation of the deputy chancellor: The current deputy chancellor remains
an employee of his home district, and the Chancellor’s Office reimburses that dis-
trict at the level of $95,400 in salary His benefits and perquisites are set by his
home distnct

Compensation of vice chancellors The ten vice chancellors who comprise the
remainder of the executive staff have designated compensation levels ranging from
$67,788 to $91,224, with a range of $23,436 In 1993-94, their average compen-
sation was $77,380 They receive the same health, welfare, and retirements bene-
fits as other State managers, and they have the use of a State car when conducting
State business

Displays 1 and 2 illustrate the fundamental pninciple underlying executive compen-
satton 1n the California Community Colleges -- district autonomy and flexibility
Unlike Califorma’s pubhic universities, whose governing boards set compensation
levels for faculty and executives on a systemwide basis, responsibility for deter-
minng and reviewing compensation for both faculty and executives of the com-
munity colleges 1s vested in each of the 71 districts’ governing board Each dis-
trict makes 1ts own determunation of appropniate compensation levels, presumably
based upon its financial condition, performance of the incumbent, measures of lo-
cal costs of living, and governing board prerogatives

Because of this local autonomy, several anomalies are evident, including (1) the
presidents of several single-campus distnicts are compensated at nearly the same
or higher levels than chancellors in multi-campus districts, and (2) the chancellor
in the Los Angeles district -- the largest in the State 1n terms of number of colleges
and students -- recerves a smaller salary than those of nine smaller distncts  While
solid rationales may exist for these anomalies, the information contained n these
displays raises questions about the efficacy and equity of executive compensation
pohicies on a statewide basis within the commumty colleges

While autonomy at the community college district level is hughly valued and cer-
tainly has mynad beneficial aspects, 1t contributes to the perception at the state-
wide policy level, particularly with respect to compensation levels, that the com-



munity colleges are not yet a higher education “system,” even though Assembly
Bill 1725 of 1988 called for such a configuration 1In its recently released report,
Choosmg the Future, the Board of Governors’ Commission on Innovation pre-
sents an action agenda to move the community colleges into the next century,
ncluding (1) creation of a statewide system of compensation for community col-
lege faculty and administrators, and (2) removal of the Chancellor’s Office from
the State Crvil Service System and its placement under the Board of Governors
The California Postsecondary Education Commussion views the first of these two
recommendations as deserving immediate discussion among the various commu-
muty college constituencies to determine its advantages and disadvantages in terms
of fiscal, governance, personnel, and programmatic considerations

With respect to compensation for systemwide executives, the combination of ex-
empt, CEA, and Intequnsdictional Exchanges creates a complex and perhaps overly
complicated configuration of personnel and salary levels The Postsecondary Ed-
ucation Commussion supports the efforts of the Chancellor’s Office in continuing
to simphfy and reduce the complexity of 1ts personnel arrangements Moreover,
the Commussion views the Commssion on Innovation’s recommendation to re-
move the Chancellor’s Office from the State Civil Service System and place 1t
under the Board of Governors as worthy of constderation, particularly because of
its potential to both reduce the complexities of the current arrangement and to
develop a more direct and centrahzed locus of accountability for the Chancellor’s
Office

11



Executive Compensation 1n
the California State University

HE Califorma State Uruversity’s report on executive compensation -- reproduced
in Appendix B on pp 35-52 -- describes the changes i the State University’s pol-
ic1es over the last year as well as the specific compensation levels that 1t has set
for campus presidents and systemwide executives effective as of April 1, 1994 1n
addition, it presents information on presidential salaries at companson institutions
nationally Here, the Comm:ssion summarizes and comments on that report

Changes in the In September 1993, the Trustees adopted an executive compensation policy “to
State University’s maintain a competitive market position and recogmze individual performance ™
executive Specifically for campus presidents, this policy calls on the State University to

rcon:jpel}sat;(:]l: + Establish compensation levels for presidents based upon the average compen-
poticy ‘:;ls':gyear sation recerved by the chief executives at the 20 campuses that the Commussion

uses for faculty salary compansons,

+ Set the average total cash compensation for State University presidents at ap-
proximately the mean of the presidential salaries at the companson institutions,

¢ Determuine the actual compensdnon paid to individual presidents on the basis of
“mission, scope, size, complexity, and programs of each campus” 1n addition to
an appraisal of individual performance and expenence as well as recruitment
and retention expenence, and,

¢ Consider regional cost-of-living differentials 1n setting the housing allowance
for presidents at different campuses

The Trustees’ policy further stipulates that systemwide executives should have
their compensation levels established on the basis of an appraisal of their perfor-
mance and expernence as well as comparable levels of compensation for individu-
als m simular positions nationally Housing allowances for systemwide executive
entitled to them should be based upon regional housing costs

Three additional aspects of the new policy warrant mention

1 The Trustees intend to hold open and full discussions on matters of executive
compensation 1n anticipation that this dialogue will further recogmze the 1m-
portance of presidents and systemwide executives in providing leadership for
the system

2 The process by which performance appraisals of executives n the State Univer-
sity will be conducted 1s undergoing review The specific critena upon which
executives will be appraised are
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general admimistrative effectiveness, working relations wathin the system and cam-
pus, educational leadership and effectiveness, community relations, personal char-
actenstics, and management performance, diversity of faculty, staff and stu-
dents, graduation and retention rates of students, institutional advancement, in-
cluding fund raising, and maintenance and preservation of the State’s financial
investment 1n the physical plant

3 While performance reviews will continue to occur tnenmally, the Trustees have
agreed to permit greater participation in the process by various campus constit-
uencies Henceforth, upon completion of a review, the Chancellor will 1ssue an
open letter to the campus detailing the major findings of the review and estab-
lishing goals for presidential performance over the next three years

Compensation Display 4 below presents information on the compensation recerved by presidents
for State  of the State University over the past two years Through the first three-quarters of
University the 1993-94 fiscal year, presidential salanes ranged from $115,956 for the presi-
presidents  dents of the Chico, Fresno, Fullerton, Hayward, Pomona, San Jose, and San Mar-
cos campuses to $134,800 for the Northndge president The mean salary for all

20 presidents was $120,075

As the display indicates, 18 of the presidents -- those who have regular appoint-
ments -- recerved base salary increases as of April 1994 Currently, the base salary
for regularly appointed State University campus chief executives range from
$121,753 at Chico to $146,343 at San Lwis Obispo, or a $24,590 span  The mean
base salary for all presidents, including the two current intenm presidents at Long
Beach and Staruslaus, 15 $130,462

DISPLAY 4  Compensation for Califorma State University Presidents, 1993-94

Base Salary Base Salary Housing Base Salary  Base Salary  Housing

Prior to Since Allowance Pnor to Since Allowsnce
Campus Apnl 1994 Apnl 1994 or Provision? Campus Apnl 1994  Apnl 1994' or Proviston?
Bakersfield $118,212 $130,033  $12,000 Pomona 115,956 125,232 Prowvided
Chico 115,956 121,753 18,000 Sacramento 124,020 140,142 18,000
Dominguez Hills 116,760 127,268 15,000 San Bernardino 118,764 128,265 15,000
Fresno 115,956 132,189  Provided San Diego 122,292 136,967 18,000
Fullerton 115,956 128,711  Provided San Francisco 120,012 134,413 30,000
Hayward 115,956 129,870 18,000 San Jose 115,956 124,072 18,000
Humboldt 122,880 132,096 12,000 San Luis Obispo 124,020 146,343 Provided
Long Beach (Intenm) 117,768 117,768 Prowvided San Marcos 115,956 122,913 22800
Los Angeles 124,020 136,422 18,000 Sonoma 117,960 127,632 15,000
Northndge 134,800 138,844 Prowided Stanislaus {Interim) 128,304 128304 12,000

Mean Salary $120,075 $130,462

1 Adopied by the Board of Trusiees on January 26, 1994
2  Includes General Fund and non-General Fund allowances
Source Adapted from matenal submutted by the Office of the Chancellor the California State Unuversity
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The base salary increases approved by the Trustees at their January 1994 meeting
averaged $10,387, or an 8 7 percent average adjustment per presidential position
In total, the increase amounts to $207,740 on an annual basis However, because
this adjustment did not take effect until the last quarter of the 1993-94 fiscal year,
the total amount directed to presidential salary increases for the current year equals
$51,935

In addition to base salanes, State University presidents receive assistance with
housing expenses because they conduct “essential business and institutional ad-
vancement” activities 1n their homes The State Umversity either provides hous-
ing or a housing allowance that 1s adjusted based upon the regional cost-of-living
differentials in the Califormia housing market As Display 4 shows, six presidents
-- those at Fresno, Fullerton, Long Beach, Northndge, Pomona, and San Luis
Obispo -- live 1n homes provided by the State Unmiversity, while the remaining 14
receive housing allowances ranging from $12,000 at Bakersfield, Humboldt, and
Stamslaus to $30,000 at San Francisco The mean housing allowance currently is
$17,271 from both State General Funds and other sources Pnor to the Novem-
ber 1993 Board of Trustees meeting 1n which housing allowances were increased
for campus presidents, the average housing allowance was $12,080

State Unuversity presidents recerve three additional perquisites
1 Either a State-owned automobile or a car allowance,

2 Standard health, welfare, and retirement benefits that are simular to those re-
cerved by all management employees 1n the system, and,

3 A reimbursable entertainment allowance of $3,600 a year maximum to defray
the cost of State Umiversity business expenses

For several years, the Commuission has analyzed the relationship between the com-
pensation received by State Umiversity presidents and their counterparts at a set of
20 institutions nationally that the Commussion uses for comparing faculty salanes

Anzona State University Public State Umversity of New York-Albany
Bucknell University Independent Pubhe
Cleveland State Umversity Public Tufts Unmiversity Independent
George Mason Unuversity Public Umiversity of Colorado-Denver Public
Georgra State University Public Unmiversity of Connecticut Public
Hlnois State University Public University of Maryland-Baltimore ~ Public
Loyola Unversity-Chicago Umniversity of Nevada-Reno Pubhc
[ndependent University of Southemn Califorma
North Carolina State University Independent
Public University of Texas-Arlington Public
Reed College Independent Umversity of Wisconsin-Milwaukee Public
Rutgers Umiversity-Newark Public Wayne State University Public

Through the annual survey conducted by the College and University Personnel
Assoctation (CUPA) 1n Fall 1992 -- the last period for which relatively complete
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information 18 available -- the State Umversity was able to report to the Commis-
sion the salanes for the chief executives of 16 of the 20 institutions in the compar-
1son group The salanes of the chief executives at those comparnison institutions
ranged from $112,116 to $240,000, or a span of $127,884 Their mean salary was
$144 908

The executive compensation policy of the State University calls for its average
presidential salary to be set at approximately the mean of the salary of chuef exec-
utives at the 20 comparable institutions nationally In companng the $144,908
mean salary received by 16 of those presidents in Fall 1992 with that of the State
University’s presidents prior to this April when the new salanes took effect, the 16
presidents recerved, on average, $24,833 more than the State University presi-
dents, whose mean salary was $120,075  No State University president recetved
a salary comparable to the mean of the 16, and the average salary for State Univer-
sity presidents lagged the average of their comparators by 20 7 percent

In Apnl 1994, when the State Umiversity imnstituted its new presidential salaries --
the mean of which was $130,462 — this lag was reduced to an average of $14,446,
or 11 1 percent Nonetheless, only the president at San Luis Obispo currently re-
cerves a salary equivalent to or greater than the mean compensation received by
the executives of the other institutions

The executive staff in the Office of the Chancellor at the State University conststs
of seven positions Display 5 presents information on therr current compensation

The chancellor receives an annual salary of $175,000 and s the only State Univer-
sity employee to participate in a deferred compensation program in the amount of
$10,000 from non-General Fund sources Salanes for the other executive staff’
range from $120,504 for the vice chancellors responsible for human resources and
unversity advancement to $138,504 for the Executive Vice Chancelior

DISPLAY 5  Compensation of State University Systemwide Executive Siaff, 1993-94

Housing Allowance  Car Allowance

Tile Current Base Salarv or Provision’ or Provision?
Chancellor® $175,000 Provided Provided
Executive Vice Chancellor $138,504 $18,000 $9,000
Semor Vice Chancellor, Acadenuc Affairs $131,502 $18,000 $9.000
Vice Chancellor, Busmness and Finance $135.,000 0 0
Vice Chancellor, Human Resources/Operations £120,504 0 0
Interim Vice Chancellor, University Advancement $120,504 0 0
General Counsel $129,996 0 0

1 Includes General Fund and non-General Fund allowances

2 Execuuve staff without a specified allowance may usc a state-owned vehicle for business purposes

3 Also recerves an additionsl 510,000 in non-State delerred compensation
Source Adapted from matenal subnurned by the Office of the Chancellor, the Califorma State Unts ersity
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Other benefits that accrue to executive staff in the Office of the Chancellor n-
clude

1 Housing that 1s provided or a housing allowance for the chancellor, executive
vice chancellor, and senior vice chancellor,

2 An automobile that 1s provided to the chancellor and automobile allowances of
$9,000 per year for the executive and semor vice chancellors,

3 Health, welfare, and retirement benefits simular to those of the State Universi-
ty’s management staff, and,

4 A maximum of $3,600 per year reimbursable entertainment allowance for the
chancellor and a maximum of $1,000 a year in reimbursable expenses for the
six other executives

The Trustees’ new policy on executive compensation does not result in across-
the-board salary increments of either a fixed amount or percentage but instead in
salary increases that appear to reflect judgments made on an individual basts, tak-
Ing into account variations among campuses and presidential expenence, longewi-
ty, and performance The Commussion views this change in policy as desirable
and consistent with its recommendation in Executive Compensation m Califor-
ma's Public Umversities 1992-93, that encouraged the systems to “delineate the
factors that influence the development of, and differences between, compensation
packages for their executives” (p 2) The Comnussion believes that this change
reflects a more understandable, deliberate, and rational strategy for reviewing and
adjusting executive compensation levels

In companng presidential salaries in the State Umversity and similar nstitutions
nationally, the conclusions that anise from this analysis should be understood 1n
terms of the probable sigmificance of differences in reporting penods That 1s, the
latest CUPA survey from which nearly complete information was available oc-
curred in the Fall of 1992 -- well over a year ago The hkelihood 1s great that the
gap has grown between presidential salaries at the set of comparable nstitutions
nationally -- as reported n Fall, 1992 -- and those earned by State Umversity
presidents today Therefore, while the actions of the Board of Trustees in raising
presidential salanes effective this spnng represented a first step in implementing
its Executive Compensation Policy, the lag remains substantial and is, undoubted-
ly, larger than the 11 1 percent reported above As a consequence, the goal of the
executive compensation policy with respect to comparability i mean salanes be-
tween the State University and 1ts national comparators will probably only be
achieved over an extended penod of time

The State University expresses concemn in its report about its ability to recruit
highly qualified presidents from outside the system and to retain those that are
recruited, if the present salary differentials between the system and 1ts comparison
institutions remawn unchanged Its concern 1s particularly strong with respect to
the recruitment and retention of presidents from backgrounds hustoncally under-
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represented in higher education Diversifying the composition of postsecondary
education is among the Commission’s highest priorities, and 1t shares the concern
of the State University in this regard The unfortunate fact remains that still too
few individuals from Asian, Black, Latino, and Native American backgrounds, as
well as White women, have the traditional range and pattern of expenence regard-
ed by search commuttees as meeting the standard recruitment cnteria for presiden-
tial positions Therefore, the difference in salaries between the State University
and its comparison institutions may limut the State Unmiversity from further divers:-
fying its executive ranks, despite its substantial progress 1n the last decade in this
area



Executive Compensation
at the University of California

HIS last section of the Commussion’s report presents information on the executive
compensation policy of the University of California, changes in thus policy over
the last two years, the compensation currently received by the University’s nine
campus chancellors compared to that recerved by similar executives in compara-
ble instrtutions nationally, and the compensation provided to executive staff in the
Office of the President Information for this section 1s based upon the University’s
report, which 1s reproduced mn Appendix C on pp 53-80 of this document

The University’s 1he University’s policy on executive compensation is simular in several respects to
policy on executive that of the State University

compensation o Compensation should “serve to maintain a competitive market position and rec-

ognize individual performance ”

+ The methodology to set and review compensation levels includes an analysis of
market surveys of chief executives in comparable institutions nationally, review
of relationships mternal to the Umniversity, and recruttment and retention exper-
ence

+ The mean compensation for chancellors should approximate that of the aver-
age for chief executives at comparable mstitutions nationally, with the actual
amount of compensation recerved by an individual chancellor determuned by
the “scope, size, complexity, and quality of each campus™ as well as the perfor-
mance and expenence of the chancellor

In addition, the Umiversity’s policy contains two additional aspects of note

« Itstates “compensation programs shall be clear and simple to enhance internal
and external understanding of the basis for and components of compensation ™

+ It assumes creation of internal relationships among and between the set of chan-
cellor positions and executive positions at the systemwide level

Recent changes As the Commussion wndicated in its 1993 report, Executive Compensation in Cal-

in executive forma Public Universities, 1992-93, the Unmversity changed 1ts executive com-

compensation pensation policy substantially between 1992 and 1993, and additional modifica-
policy at the tions have occurred recently These mayor alterations include

iversi . .
University Deferred compensation as a separate element in the executive compensation

program was eliminated as of December 31, 1993 Currently, the base salanes
of all executives, except the president, include the portion of total compensa-
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tion that had been previously deferred, and President Peltason has relinquished
his claim to deferred compensation upon retirement

¢ Chancellors are required to hve in University-provided housing, if available, or
receive a housing allowance,

+ Several supplemental perquisites have been eliminated, including the Tax and
Financial Planning Program, an augmentation to a severance pay plan for spouses
of the president and chancellors, and supplemental vacation benefits,

A reduction has occurred 1n the rate of insurance coverage available to execu-
tives participating in the Life Insurance Program, and,

+ Most recently, ehmination of extended paid leaves for executives transferring
from admimistration to the professonate

Compensation  Display 6 below details the total compensation received by the mne chancellors 1n

for Unwversity  July 1993 -- before the total ehmmation of the deferred compensation program --

chancellors  and in January 1994  As indicated, for those who participated 1n this program,
DISPLAY 6 Compensation for Chancellors at the Univer sity of Califorma as of July 1993

Campus
Chancellor

Berkeley
Dawis

Inine

Los Angeles
Riverside

San Diego
San Francisco
Santa Barbara
Santa Cruz
Mean

1 Non-State funds

and January 1994

Retirement
Total Compensation. July 1 1993 Toal annual NDIPH3 Special
Compensation, Substitute Supplemental University
Deferred Total Cash Januar 1, 11 403(B) V\ested Retirement Housing
Base Salany,  Compensation' Compensalion’ 1994 Tanuany | 19944 Program!’ Provided
$175,000 $16.500 $191,500 $191,500 5 0 No Yes
167,000 14,600 181 600 181,600 15,388 No Yes
179,900 0 179,900 179,900 0 No Yes
188,400 16,500 204.900 204,900 27,542 Yes® Not
150,000 15.000 165 000 165.000 0 No Yes
174,200 15.200 185,400 189.400 20 634 No Yes
240,000 0 240,000 240 000 0 No Yes
164,000 14,300 178,300 178.300 14 630 No Yes
150,000 15,000 165,000 163.000 0 No Yes
£188,400 $188.400

2 Current eslimated annual amount accrued 1f no forferiure occurs The remattung NDIPs will com ert to base salary effectne December 31, 1993 Total cash
compensalion will remain the same  No new NDIPs will be provided

3 Subject to the annuahized 3 5 percent temporary salary reduction w effect at the Umversity m 1993-94 for which emplovees recerve an equivalent credit at
retirement or separalion under the Capital Accumulation Provision account

4 Provisions of the 1986 Tax Reform Act ehinated emploxer contributions to the 403(B) Supplemental Plan as of January 1, 1989 NDIP#3 substuutes for the
former 403(B) plan, but1s at risk of forfeiture and remains the same value as m effect on December31 1988 Tlis amount 15 the annual contribution winch earns
interest NDIP#3 expired Janvary 1, 1994

5 The UCLA Chancellor's S8R | benefit 15 a lump-sum payment equal 1o 10 percent of one-twelfll of 1he lughest average plan compensation for the number of
months served as chancellor and 15 discounted to present value  An additional benefit -- SSR 2 -- mdemnifies UCL A s Chancellor for the difference between
retirement benefits under the apphicable Universiy defined benefit retirement plan and the maximum benefits perimitied by Internal Revenue Code Sections
401(a)(17) and 415 These benefils are at nsh until retirement

6 The UCLA Chancellor receives an annual non-State fund housing allowance of $41 710 rather than Umversily housmg

Source Adapted from matenal submitted by the Office of the President, Uruversity of Califorma
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their base salary was augmented by the annual amount of the deferred compensa-
tion that they had received

Salaries for University chancellors as of January 1994 ranged from $165,000 for
the chief executives at Riverside and Santa Cruz to $204,900 at UCLA -- a differ-
ence of nearly $40,000 The mean compensation for all nine chancellors was
$188,400, but 1f the salary of the chancellor at the exclusively health-science cam-
pus in San Francisco 15 excluded, the mean for the remaiming eight was $181,950

In addition to their base salary, University chancellors recerved the following ben-
efits

¢ The four chancellors who previously participated in the deferred compensation
program for five or more years and, therefore, are vested 1n the program will
receive, upon retirement, a lump-sum payment 1n the amount indicated in the
“Retirement” column of Display 6 Support for this benefit comes from non-
General Fund revenue

+ The chancellor at the Los Angeles campus -- 1f he remains chancellor until 1999
-- will recerve, upon retirement, a lump-sum payment computed on the basts of
his hughest salary because he participates in a Special Supplemental Retirement
Program Support for this program is from non-State funds

+ Eight chancellors live in University-owned housing, one chancellor receives a
$41,710 per year housing allowance,

+ All chancellors have University-owned automobiles,

* All chancellors recerve health, welfare, and retirement benefits identical to those
avatlable for all permanent Unuversity employees, and,

» Chancellors recerve reimbursement for expenses incurred m conjunction with
Urniversity business through procedures consistent with Umversity and Adnun-
istrative Fund gurdelines

In analyzing the comparability of the compensation for University chancellors with
that recerved by chief executives at comparable umversities nationally, the Com-
mission has used two sets of tnstitutions over the past few years (1) the same
eight institutions that compnse the faculty-salary companson group and (2) an “all
university” set of 26 institutions -- 14 public and 12 independent -- that the Com-
musston and University have agreed 1s an appropriate group for companng execu-
tive compensation and which includes, but expands, the faculty-salary comparison
group This “all umversity” companson group includes these institutions (with
the eight faculty-salary companson institutions astensked)

Brown University Independent
Califorma Institute of Technology Independent
Columbia University Independent
Comnell University Independent

Duke University Independent
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Harvard University* Independent

Johns Hopluns Umversity Independent
Massachusetts Institute of Technology* Independent
Northwestern University Independent
Stanford University* Independent
State Unrversity of New York-Buffalo* Public
State University of New York-Stony Brook  Public
University of Colorado-System Pubhe
University of Colorado-Boulder Public
Umversity of Ilhnois-Chicago Public
University of lllinois-Urbana/Champaign* Public
University of Michigan®* Pubhe
Umversity of Minnesota Public
University of Pennsylvarua Independent
University of Texas-Austin Public
Unrversity of Virgima* Public
University of Washington Public
University of Wisconsin Public
Yale University* Independent

Comparisons with the "“all university” group of 26. The University’s policy es-
tablishes the mean of the compensation recerved by the chuef executives in the *all-
university” set of institutions as the appropriate average compensation to be paid
to its chancellors In 1992-93, the 26 “all unuversity” chief executives received
compensation ranging from $113,000 to $385,000 -- a span of $272,000, with a
mean of $215,765 As of January 1, 1994, the University of Califoria’s chancel-
lors recerved, on average, a base salary of $188,400, or $27,365 less than the mean
salary paid to theirr comparable chief executives nationally Further, no chancellor,
except at the San Francisco campus, recerved an amount equal to the mean for
their comparators In percentage terms, mean salanes for Unsversity chancellors
lagged their comparators by 14 5 percent

Comparisons with the eight faculty-salary comparison group For the eight fac-
ulty salary mnstitutions, the mean compensation for chief executives in 1992-93 was
$212,148 When compared with the $188,400 for University chancellors as of Jan-
uary 1, 1994, the difference amounts to an average of $23,748 -- a lag of 12 4 per-
cent for the University

One of the principles 1n the University’s executive compensation program holds
that internal relationships and alignment should exist between compensation for
chancellors and executives 1n the systemwide Office of the President Display 7
on the opposite page tllustrates that functional alignment and provides the current
compensation associated with each of the levels

The executive staff at the University’s Office of the President descnibed in this
report includes ten positions Display 8 details the compensation received by the
incumbents in these ten positions



DISPLAY 7 Internal Alignment Among University Executives and Their Associated Compensation

Levels as of January I, 1994
PRESIDENT - $280,000

CHANCELLORS ON LARGE CAMPUSES
Berkeley - $191,500 ¢ Los Angeles - $204,900

SENIOR VICE PRESIDENTS
Academic Affars - $190,000 + Business and Finance - $187,500

CHANCELLORS ON MEDIUM-SIZED CAMPUSES
Davis - 5181600 ¢ San Dicgo - $189,400 ¢ Irvine - $179,900 + Santa Barbara - $178,300

VICE PRESIDENTS
Agniculture - $172,900 * Umversity and External Relations - $180,000 < Health Affarrs - $178,100

CHANCELLORS ON SMALL CAMPUSES
Rrverside - $165,000 + Santa Cruz - $165,000

Source Adapted from matenals submitted by the Office of the President, University Califonua

DISPLAY 8 Compensation for Statewide FExecutives of the Umversity of California as of July 1993

and January 1994

Retiremem
Total Compensation, July 1, 1993 Total Annual NDIP#3 Special
Compensation, Substitute Supplemental Umniversity
Base Deferred Total Cash Japuary 1, for 403(B), Vested  Retrement  Housing
Syetemwide Position Salary Compensation ¥ Compensation’ 1994 Jamuary 1, 1994'4  Program'  Prowided
President $243,500 $36,500 $280,000 $280,000 $0 Yes’ Yes
Provost/Senior Vice
President - Acadenuc Affairs 190,000 0 190,000 190,000 0 No No
Semor Vice President -
Business/Finance 187,500 0 187,500 187,500 0 No No
Vice President - Agriculture
and Natural Resources 160,300 12,600 172,900 172,900 11,984 No No
Vice President - Uuversrty
and External Affairs 166,800 13,200 180,000 180,000 22,806 No No
Vice President - Health Affairs 165,000 13,100 178,100 17%,100 15,284 No No
General Counsel 183,900 12,300 196,200 196,200 19,674 No No
Treasurer of the Regents 219,600 18,800 238,400 238,400 27,356 No No
Associate Treasurer 162,900 11,700 174,600 174,600 16,178 No No
Secretary of the Regents NA NA NA  $102,700 0 No No

1
2

3

Non-State funds.

Curremt csumated annual amoumt acerued if no forfernture occurs  The remanmg NDEPs will convert 1o base salary effective December 31, 1993 Total cash
compensation wall remam the same  No new NDIPs will be provided

Subyect to the annualized 3 5 percent temporary salary reduction 1n effect al the University in 1993-94 for which employees recerve an equivalent creddt at
retirement or separation under the Capital Accumulation Provision account.

Provisions of the 1986 Tax Reform Act elimunated employer contnibutions to the 403(B) Supplemertal Plan as of January 1, 1989 NDIP#3 substitutes for the
former 403(B)plan, but 1s at nsk of forfesture and remnains the same value as in effect on December 31, 1988 This amount 1s the annual contnbution which earms
nterest. NDIPH3 expired January 1, 1994

The president’s SSR 1 benefit 15 a monthty benefit calculated at one-twelfth of 10 percent of hus final year's base salary as chancellor at lrvine, and 15 paud for the
number of months served as chancellor and aspresident An additional SSR benefit, 1o be paid as a lump sum at returement, ts calculated at 13 percent ofus armual
base salary for each year of service as president.

Source Adapted from matenal submatied by the Office of the President, Unuversity of Califorrua.
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The University’s president currently recerves a base salary of $243,500 and 1s the
only employee who continued after December 31, 1993, to participate in a de-
ferred compensation program in the amount of $36,500 per year However, Pres-
ident Peltason recently indicated that he will no longer participate in this program
As such, presidential compensation is now the base salary of $243,500

Salanes at the vice presidential level range from $172,900 to $190,000 The re-
maining four positions -- general counsel, treasurer, associate treasurer, and secre-
tary to the Regents -- entail specific responsibilities outside of traditional academia,
and their compensation levels reflect the speciaized expenence and traiming requi-
site for handling those assignments

Addttional benefits that accrue to executive staff in the Office of the President
include

+ Housing provided to the president for the purpose of conducting University
business,

* Participation by the president in a Special Supplemental Retirement Program
provided through non-State funds, although President Peltason has recently in-
dicated that he will relinquish this benefit upon retirement when he would have
received a lump-sum payment based upon his participation in this program,

* University-owned automobiles for the purpose of conducting Unversity busi-
ness,

+ Health, welfare, and retirement benefits 1dentical to those received by all per-
manent University employees, and,

+ Expenses incurred in comunction with University busimess that are reimburs-
able through the Administrative Fund under University guidelines

During the past two years, the Umiversity’s efforts with respect to executive com-
pensation have focused on three areas

1 Greater policy ssmplicity and comprehension  Both the actual policy and 1ts
commumcation have centered on the need for greater understanding of the pol-
icy and for increased simplicity 1n its implementation Benefits such as deferred
compensation, tax planmng, augmentation of severance pay for spouses, and
paid leave for executives returning to the professorate led to the perception that
University executives were becoming wealthy at the expense of the State’s tax-
payers Whether or not this was the case, the perception took on a reality of its
own The difficulty of explaming these benefits both internally and to the gen-
eral public contnibuted further to this perception

2 Greater equity of Umverstty benefits Efforts have been made to ensure that
the perquisites available to executives are more like benefits accessible to other
Umniversity employees, with the exception of the housing and automobile privi-
leges Ths process continues with the recent announcement by President Pel-



tason that he will not accept either deferred compensation or special retirement
benefits to which he 1s entitled upon retirement

3 Reduction in compensation levels The University has made a conscious effort
to reduce the compensation recerved by its executives When the University
filled vacancies in the positions described n this report, 1t reduced the actual
compensation from the previous level Specifically,

¢ The former president’s compensation was $307,900, the current president
earns $280,000 but will be recerving only $243,500 of that amount because
he is forferting $36,500 a year in deferred compensation

+ The former semor vice president - acadermic affairs recerved $199,200, the
current incumbent earns $190,000

+ The former semor vice president - business and finance earned $199,200, the
present incumbent receives $187,500

+ Neither of the two recently appointed semor vice presidents receives a
housing allowance, whereas i the past, the University provided each seior
vice president with $40,000 a year for housing

* While extending beyond the time peniod covered by this report, the Uruversity
has continued to reduce the level of executive compensation in its most recent
chancellonal appointments As Display 6 indicated, the previous chancellors
at Davis and Santa Barbara earned $181,600 and $178,300, respectively, as
of January 1, 1994 The new chancellors at these campuses will eam
$180,600 and $175,000, respectively

The Commission endorses these efforts of the University’s administrative leaders
and Regents, as well as their estabhishment of the internal alignment and set of
relationships among and between campus-based and systemwide executives illus-
trated 1 Display 6, which should contnibute to a sense that the University’s exec-
utive compensation pohcy 1s rational throughout the entire system Umiversit offi-
cials continue to indicate that few, if any, positions in academua nationally can be
used for compansons mn setting systemwide executive salanes because of the size,
scope, and complexity of the University as a whole However, the delineation of
functional relationships among positions throughout the Untversity and the setting
of compensation levels 1n accordance with those relationships should mitigate, to
a great extent, the notion that salanes for executives in the Office of the President
have been arbitranly or capniciously determuned The Commussion encourages the
University to continue to clanfy further these relationships

Despite these improvements 1n policy, the Commussion notes one continuing chal-
lenge regarding salary levels The unfortunate gap between the mean salary earned
by the University’s campus executtves and that of executives at their comparison
institutions 1s undoubtedly greater today than the $27,365 indicated in this report
As with the State University, the reason for this conclusion 1s due to the discrep-
ancy in time between the two reporting penods, with information on the compar-
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ison institutions’ salanes for 1992-93 compared to salanes earned by University
chancellors as of January 1994 The likelihood is great that the mean salary for the
comparators as of the first of this year 1s higher than m the prior year and, as a
consequence, the difference between that mean and the average compensation for
chancellors 1s larger Moreover, the inclusion in the calculation of mean compen-
sation for University chancellors of the salary of the chief executive at the San
Francisco campus -- a campus at which salaries are particularly high because of its
health-science emphasis -- further increases the likelihood that the University’s lag
is, in fact, greater than discussed above because none of the comparator campuses
is exclusively onented to the health sciences

In summary, the Commussion supports the recent changes that the University has
made in its executive compensation policy and the actions that flow from these
changes Further, 1t expects that these changes, along with greater attention both
internally and externally in communicating them, will benefit the University in par-
ticular -- for example, in permutting consideration of more competitive salaries for
its campus chancellors -- and Cahformia public higher education in general



APPENDIX A

CALIFORNIA COMMUNITY COLLEGES

COMPENSATION OF CENTRAL OFFICE EXECUTIVE STAFF

An unusual pattern of executive compensation exists in the Chancellor’s Office due to the
process by which salary is determined for positions and the manner in which the executive
table of organization is established.

Although the California Community Colleges are declared under legislative imtiative AB 1725
to be a system, the central office remains part of state service with positions coming under the
jurisdiction of civil service requirements, Position classification and compensation are not
determined by the governing board (in our case the Board of Govemnors), as they are in other
segments of higher education, but by the Department of Personnel Administration (DPA), the
State Personnel Board and the Department of Finance.

When the Board of Governors approved the table of organization, recommended by
Chancelior Mertes in 1991, neither the Board of Governors nor the Chancellor had the final
say in the positions requested nor the compensation they received. For this reason there 15 a
strange combination of exempt positions (exempt from civil service status and tenure), Career
Executive Assignments (CEA) which retain civil service status and designated salary
determination, and interjurisdictional exchanges (LJE) designations (whereby employees are
loaned to the Chancellor’s Office or a college district at current salary).

The reform legislation, AB 1725, provided the Chancellor with six exempt positions appointed
by the Govemor. Although there was some flexibility with the appointment of these positions,
their compensation was stll determined by the Department of Personnel Administration.
Individual pay letters were 1ssued by DPA but due to the lack of competitive alignment with
local commumty college districts there was no ability to recruit seasoned individuals with
district expertuise and advanced degrees The result was that a number of LJE positions were
established 1n order 10 siaff the executive positions with persons with the expertise to do the
Job. This was accomplished by borrowing executives from their local distnicts to work in the
central office while retaining thetr district compensations, which are substantially lgher than
what could be paid 1n the exempt or CEA state classifications. CEA classifications as opposed
to exempt do have a salary range based upon time 1n state civil service.
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COMPENSATION OF CENTRAL OFFICE EXECUTIVE STAFF (CONTINUED)

Negotiations with the Governor's Office began 1n 1989 and a compromse was eventually
reached which narrowed the gap between the Chancellor’s Office compensation for exempt
positions, and what the individuals were already earning in their districts. Exempt positions
are appointments of the Governor and are subject to termimation with a 30-day notice. A
single monthly rate of compensation was established in 1991 which remains unchanged today.
Executive salanes still trail compensation in local districts for some positions by as much as 40
percent.

Not only have exempt salaries not increased, they were reduced by approximately five percent
effective July 1, 1991. In lieu of the salary loss, exempt employees gain approximately one day
of personal leave per month. If there are any days remaining upon the departure of the
employee, a cash equivalent will be paid at that time.

The Chancellor’s base salary was designated at $106,404. However, the actual salary eamed is
frozen at $101,340 due to the salary rollback experienced by State executives in July 1991.
Table A provides the designated not the earned salaries of the exempt employees. The
reduction is expected to remain in effect indefinttely for all exempt employees. Medical,
dental, vision and hfe insurance benefits for the Chancellor, and ali other executives, is the
same as those received by State management and confidential employees. The Chancellor
receives no housing or car ailowance from the State but he does have the use of a State car for
business purposes as do all State employees conducting State business.

Table A displays the salaries of the executive staff of the central office which combines CEA,
Exempt, and IJE employees, as a result of the history described above. Alignment with local
district staff or even internal alignment to compensate Vice Chancellors in a more uniform
fashion 15 not possible under current law. Vice Chancellors receive a base salary without
either car or housing allowances which are not permissible under current law.
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CHIEF EXECUTIVE OFFICER COMPENSATION

The state of California contains 7! community college districts. Each of the districts has a
locally elected board of trustees responsible for setting the compensation of the CEO. There

is no central office determination of local CEO compensation nor any desire for there to be
central determination of a local recruitment and financial 1ssue. Of the 71 districts, 50 are
single college districts wath the CEO designated as President or President/Supermtendent.

The system also has 21 mult-college districts, and the CEO is designated as Chancellor, and
presides over two or more colleges and centers. Each of the fully accredited colleges has a
president presiding. Some of the muiti-college campuses have enrollments of as many as
30,000 and others as few as 5,000 and each has as required for accreditation, a college
president, The largest district, Los Angeles, has nine separately accredited colleges, each has a

President.

The community college system enrolls over 1.3 million students. It 1s large and extremely
diverse in terms of district size and financial ability; therefore it is believed that the CEO
compensation, is by virtue of the diversity of the system best determined by the local Board of

Trustees. The great dispanty of compensation speaks to the huge diversity within the system.

Table B displays the 1993-1994 highest level of compensation possible for the CEOs of single-
college districts, and the maximum compensation of the CEOs of the multi-college districts.
Not displayed 1s the compensation of each of the presidents of the colleges within the multi-
college districts. Six single college districts provided stipends for doctoral degrees which

increased the base salary of the CEO.
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CHANCELLOR’S OFFICE

APPENDIX A

TABLE A

COMPENSATION FOR EXECUTIVE STAFF

TITLE

Chancellor
Deputy Chancellor

Vice Chancellor
Fiscal Policy

Vice Chancellor
Legal Affairs

Vice Chancellor
Human Resources

Vice Chancelior
Economic Development/
Vocation Education

Vice Chancellor

Student Services and Spec. Prog.

Vice Chancellor
Curniculum & Instructional
Resources

Vice Chancellor
Strategic Issues and
Resource Development

Vice Chancellor
Governmental Relations

Vice Chancellor

Management Information Systems

Vice Chancellor

Policy Analyses and Development

1993-1994

DESIGNATION

EXEMPT
UE
EXEMPT

CEA

EXEMPT

EXEMPT

EXEMPT

CEA

EXEMPT

CEA

CEA

CEA

1993-94 SALARY

106,404
95,400
91,224

84,192

83,952

83,952

74,664

74,508

71,220

67,788

67,788

74,508

Exempt Salaries histed do not reflect five percent reduction in actual compensation

implemented July 1, 1991.

Management structure in place July 1, 1993
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CALIFORNIA COMMUNITY COLLEGES

SBALARIES

APPENDIX A

TABLE B

Maximum Salary Possible for 1993-94 Academic Year

DISTRICT

Allan Hancock
Antelope Valley
Barstow

Butte

Cabrillo
Cerritos
Chabot-Las Positas
Chaffey

Citrus

Coast

Compton

Contra Costa
Desert

El Camino
Feather River
Foothill-DeAnza
Fremont-RNewark
Gavilan
Glendale
Grossmont
Hartnell
Imperial

Eern

Lake Tahoe
Lassen

Long Beach

Loa Angeles

Los Rios

Marin
Mendocino-Lake
Merced

Mira Costa
Monterey Peninsula
Mt. 8an aAntonmio
Mt. 8an Jacinto
Napa Valley
North Orange
Palomar

Palo Verde
Pasadena
Peralta

TITLE

Bupt./President
Bupt./President
supt./President
President/supt.
8upt./President
President/Supt.
Chancellor
Bupt. /President
President/supt.
Chancellor
President/supt.
Chancellor
Bupt. /President
Bupt. /President
supt./President
Chancellor
President/supt.
Supt./President
Supt./President
Chancellor
Supt./President
President/Bupt.
Chancellor
Supt./President
President
Supt./President
Chancellor
Chancellor
Supt./President
S8upt./President
Supt./President
Supt./President
Bupt. /President
SBupt./President
Supt./President
Supt. /President
Chancellor
Supt. /President
Supt./President
supt. /President
Chancellor

1993-94 BALARY

95,000
105,404
84,000
95,765
95,000
115,000
105,000
102,940
97,319
119,309
95,000
128,750
91,575
108,000
85,500
125,000
104,756
100,000
104,000
106,700
96,831
83,513
107,911
84,975
84,609
100,000
119,236
115,000
95,000
80,400
92,880
102,832
90,698
123,900
90,900
93,351
121,125
111,175
89,500
115,000
119,548
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DISTRICT

Rancho Santiago
Redwoods

Riec Hondo
Riverside
Baddleback

san Bernardino

S8an Diego

San Francisco

San Joaquin Delta
8an Jose/Evergreen
Ban Luis Obispo
San Mateo County
Santa Barbara
Santa Clarita
Santa Monica
Bequoias
Shasta-Tehama-Trinity
Bierra Jt.
Biskiyous

Bolano

Sonoma
Southwestern
State Center
Ventura

Victor valley
West Hills

West Kern

West Valley-Mission
Yosemite

Yuba

Bource:

TITLE

Chancellor
President/Bupt.
Supt. /President
President
Chancellor
Chancellor
Chancelleor
Chancellor
Bupt. /President
Chancellor
Ssupt. /President
Chancellor
Bupt. /President
Supt. /President
supt. /President
Supt. /President
Bupt./President
President/Bupt.
Bupt. /President
8upt. /President
supt. /President
Bupt. /President
Chancellor
Chancellor
Supt. /President
supt. /President
Supt./President
Chancellor
Chancellor
Bupt./President

(ACCCA) Management Compensation Report

34

1993~-94 MAXIMUM SALARY

105,496
93,500
104,635
115,000
145,000
106,645
128,012
119,500
110,864
110,000
93,358
110,160
98,439
105,000
129,669
98,584
99,500
98,950
81,200
87,825
119,100
110,223
124,400
119,100
113,220
87,000
87,675
110,000
100,000
111,490

Association of California Community Cocllege Administrators
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CALIFORNIA STATE UNIVERSITY EXECUTIVE COMPENSATION
FEBRUARY 1994

The Califorrua State Uruversity (CSU) system 1s pleased to respond to the Calhforrua
Postsecondary Education Commission’s (CPEC) request for executive compensation
mformation The followmg report addresses CSU’s executive program

Executive Compensation Policy

At the September 1993 Board of Trustees’ meeting, the Trustees’ adopted an Executive
Compensation Policy for campus presidents and system executives with the primary
objective of providing a total cash compensation program which recogruzes individual
performance and experience and addresses the need to maintain a competitive market
position. Discussions about executive compensation had taken place with the Board of
Trustees over the past several years focusing on the serious external competitive
problems and internal 1nequities in the CSU executive salary program The Executive
Compensation Policy was developed to set forth clear objectives and methods for
establishing equuty and accountability, and it 1s as follows

The primary objective of the Califorrua State Uruversity (CSU) Executive Compensation policy
shall be ta provide tokal cash compensabon to CSU campus presidents and system executives whach
will serve to maintatn a compettive market posihon and recogmze individual performance

The strategy for establishing executive pay levels and housing benefits shail include the following
elements market surveys of comparable positions at comparable public and private uruversities,
information on other Cabifornia education executive compensation levels, regular evaluations,
regional cost-of-living differentials, and, recruittnent and retention experience The methodology
to be implemented follows

To establish the level of compensation required to recruit and retain execuhives, the CSU shall
give primary conmderation to data on executive compensation reported by the 20 institutions
1denbfied by CPEC for reporting on CSU faculty salaries

The CSU shall establish the target for the average total cash compensation of presidents as
being approximately the mean for comparable pesitions in the 20 comparson universities with
actual distribution based on the mssion, scope, size, complexity, and programs of each campus,
the formal recogrubion of individual performance and expenience, and recrustment and retenhion
experience

The CSU shall use the performance and expenence of the individual, recruitment and retenhon
experience, and speciahzed surveys to determine compensation for executives other than
presidents

The C5U shall give pnmary consideration to natonal and regional housing costs for uuversity
executives to establish benefits levels to recruit and retain executives and once established, the
Chancellor in consultahon with the appropriate Trustee Commuttee shall adjust established
housmg benefits to reflect market increases mn real estate prices, as needed, using data from
published Califorma real estate sales reports

Commitment to Open Discussion

The C5U mtends to maintain an open diaiogue with the legislature, the executive
branch, CPEC, as well as other public conshtuencies, concerming the role of
compensation m recruiting and retainung hugh quality and expenenced leadership to
ensure fulfillment of the mission of the CSU and higher education in Cahforma
These discussions and actions will also be conducted during open sessions of the Board
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CSU Executive Compensation
Page 2

of Trustees’ meetings, with advance mformation provided both to Board members and
to other constituencies The CSU distributed a detailed Califormia State Uruversity
1993-94 employee compensation program question and answer document to members
of the Legislature in December 1993 Thus paper focused on key inquiries and responses
regarding CSU’s proposed 1993-34 compensation program, and addressed specifically
those questions raised by legislators and other publc officials Refer to Attachment A
for a copy of that document

Presidential Compensation

At the January 1994 Board of Trustees’ Meeting, the Trustees approved salary
adjustments for 18 campus presidents, effecive Apnl 1994 These salary adjustments
are a first step toward narrowing the gap between average CSU presidential salanes and
those of the CPEC comparnison group As detailed m the executive compensation
policy, the CSU establishes the target for the average total cash compensation of
presidents as being approximately the mean for comparable positions in the 20 CPEC
comparison nstitution group Refer to Attachment B for the list of comparnson
mshiutions and salanes reported to the College and Uruversity Personnel Association
(CUPA} 1n the Fall 1992 survey

Svstem Executive Compensation

In 1993, the CSU appointed a new Seruor Vice Chancellor, Academic Affairs, a Vice
Chancellor of Business and Finance and an mtenim Vice Chancellor of Institutional
Development The Trustees did not take action on compensation adjustments for
systems executives at the January 1994 Board of Trustees’ meeting Compensation
adjustments may be recommended for action at the March 1994 Board of Trustees’
meeting, and if action 15 recommended, it 1s anhcipated that the overall average
increase will be comparable to those in negotiated settlements

Executive Compensation Levels

The Trustees recogmize compensation for presidents and system executives as a key
element 1n the success of the Cahiforrua State University Individual compensation 1s
based on a number of factors, including mission, scope, size, complexity and programs,
system and/or campus executive leadership ability, CSU networking and policy
leadership, and national policy leadershup Additionally, individual performance and
years of expenience both at the CSU and elsewhere are critically important  Also, CSU’s
recruitment and retention experience strongly mfluences compensation and regional
cost-of-living differentials are taken into consideration when establishung pay As
noted earler, the CPEC comparison group 1s also an umportant target against which to
measure presidenhal pay

The pay relationships between system office executives and campus presidents 15
undergoing a profound shift which acknowledges the on-going decentralization of
authonty to the campuses

Performance Reviews of Presidents and Svstems Executives
CSU Trustees have formal policies and procedures for performance reviews of
presidents, vice chancellors and the chancellor The assessment criteria include, but 1s
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CSU Executive Compensation
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not bmuted to, general administration effectiveness, working relations withun the
system and campus, educational leadershup and effectiveness, community relations,
personal characteristics, and management performance Additionally, during
performance evaluations, presidents are measured on their success in addressing 1ssues
of diversity of faculty, staff and students; graduation and retention rates of students;
mstitutional advancement, including fund raising; and mawntenance and preservation
of the State’s financial mvestment 1n the physical plant Also, system executives are
measured by major program acluevements. Al C5U executives are evaluated every
three years and six years and the results are reported to the Board of Trustees

At the January 25-26, 1994, Board of Trustees’ meeting, the Trustees adopted a
resolution that implemented a two year pilot program to revise the procedure for the
trienrual review of presidents Under the revised procedure, the Chancellor will 1ssue
an “open letter” to the affected campus to inform of the routine review, the time
frame, the cnteria, and the methodology The letter will also give direction to anyone
who 15 not contacted either randomly or by virtue of office held but feels compelled to
participate  After the Board of Trustees has received and discussed the trienmal
review, the chancellor will prepare a brief report to the campus commuruty that brings
conclusion to the review and mforms the campus commuruty of the major fmdings
and the goals for the president and the campus for the next period The existng formal
performance policy remains mtact, but these revisions strengthen the trienmal review
of presidents

Executive Housing

Support for executive housing 1s an essential business and mstitutional advancement
element i university systems and assistance with presidential housing 15 a standard
component of the CSU executive compensation program The CUs provides presidents
with uruversity-owned housing where availlable Where uruversity-owned housing 1s
not available, the CSU provides presidents with housing allowances to assist them 1n
secuning and mamntaining residences suitable for performing university-related
business functions including public relations and institutional development activites
At the November 1993 Board of Trustees” meeting, Trustees adjusted annual housing
allowances for selected CSU campuses as noted 1in Attachment C  The Trustees also
provide the chancellor with a university residence and the execuhve and senior vice
chancellors with housing allowances i recogmtion of their broad responsibilities for
institutional development

Executive Recruitment and Retention Problems

The CSU has had serious difficulty recruiting execuhives and retaining campus
presidents in recent years Higher educabion in Califorrua 1s part of a national system of
colleges and uruversities that shares a very limated pool of qualified executives Lately
we have lost two presidents, with compensation shortcomings contnbuting directly to
their reasons for leaving It 1s anticipated that recruitment efforts to replace four
campus presidents will be required in 1994 Current campus chuef executives are under
severe pressure to consider haghly competitive offers from across the nation
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Additionally, recruitment of executive candidates from underrepresented groups 1s a
particularly challenging compensation 1ssue because of the still limited pool of
qualfied candidates, Persons of color, and women, who are highly qualified for
executive positions, are reluctant even to apply for CSU positions because of the
erosion of fiscal resources throughout the state, combined with the very low salary
situation at our institution, especially compared to national priorities for thetr
employment Recruiting persons of color and women for executive positions 15 a very
high prionty for the CSU, given our role mn the state and the nation Improving this
situation quickly and dramatcally 1s an absclute requirement both for educational
value and for social justice

It 15 essential that the vital role of the Calhforma State Unuversity in the development
of an educated and effechve workforce be mamtained, and even enhanced, if the
California economy 15 to recover and continue to grow, and funding for critical social
programs 1s to be restored. In this era of significantly reduced resources and
considerably raised expectations, the dynamic leadership of executives 15 the key
element in keeping the engine of educahonal productivity and social enhancement
operating at maximum efficiency The CSU plays an important part in the present and
future growth and economic health of Calhformia and the nation Therefore, 1t ts
mnportant that CSU executives be treated as the competent and competitive leaders the
state requires

Executive Bene ats

CSU executives are provided with the same general benefits as the management
group, with the exception of an annual physical examimation. Health, welfare, and
rehrement benefit expenditure data 15 provided below

Monthly CSU Benefit Costs

Medical $323 00"

Dental $ 5399

Vision $875

Life/Acc Death Insurance $11.50
Medicare/QASDI 7 65% of base salary
PERS Retirement 9 939% of base salary
Long-Term Disabibity 35% of base salary

* Cost for two party coverage

The CSU also provides mandated benefits to executives in the areas of industnal and
non-industnal disability, workers compensation, and unemployment insurance

The Trustees also provide the executive and semior vice chancellor with automobile
allowances n recogrution of their extensive systemwide responsibilities and frequent
travel requirements
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Reimbursable Expenses

Campus presidents receive a nonunal entertainment allowance of $300 per month
from the State's General Fund to defray costs incurred in the course of conducting
official university and institutional development activities Additionally, the
Chancellor receives a $300 per month entertanment allowance wiuale other
Chancellor Office executives receive $83 33 per month

Busmness expenditures that mcur in the performance of duhes are reunbursed
according to the Internal Regulations Goverrung Reimbursement for Travel Expenses
and Allowances, Rates for Housing and Lodging

CSU Execuhve Compensation Revort

Compensation includes base salary, deferred salary, housing allowance and
automobile allowances. Attachment C provides compensation data for CSU
execuhve staff as of February 1, 1994
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ATTACHMENT B

CALIFORNIA POSTSECONDARY EDUCATION COMMISSION
(CPEC)

CSU FACULTY SALARY COMPARISON INSTITUTIONS

Pohlic Tnstitating ;, Private Tnshiutions.

Anzona State University 1 Bucknell University
Cleveland State University 2. Loyola University-Chicago
George Mason University 3 Reed College

Georgia State University 4 Tufts University

Ihinois State Unrversity 5 Uwmwversity of Southern Cabifornia
North Carolina State University-Raleigh

Rutgers, The State Untv, of New Jersey - Newark

State University of New York-Albany

University of Colorado-Denver

University of Connecticut

Unuversity of Maryland-Balumore

Unsversity of Nevada-Reno

University of Texas- Arlington

University of Wisconsin-Milwaukee

Wayne State University

— =X I N QW RSP
TN g o

PRESIDENTIAL SALARIES

Salary survey data on presidential salanes for the above institutions as reporied to the College
and University Personnel Association (CUPA) Fall 1992 survey The survey reported
umidentified data for 16 of the 20 companson institutions as follows

$240,000
175,000
159,400
157,500
151,003
150,542
149,997
140,000
140,000
132,600
130,614
126,800
124,160
115,000
113,800
112,116

MEAN SALARY 3$144,908 25
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€SU EXECUTIVE COMPENSATION REPORT
Annual Compansation
{February 1984)

Titla

Campus Prosidents

Arciniaga
Esteban
Detwaeiler
Welty
Gordon
Reas
McCrone
Anatol
Rosser
Wilson
Suzuki
Gerth
Evans
Day
Corngan
Evans
Baker
Stacy
Arminana
Kerschnar

Bakersfleld

Chico

Dommguez Hills

Fresno

Fullarton

Hayward

Humboldt

Long Beach (Interim)

Los Angeles

Northnidge

Pomona

Sacramanto

San Bemarding

San Diago

San Franclsco

San Jose

San Luls Obispo

San Marcos

Sonoma

Stanislaus (Interim)
Average Salary

Executive Stall

Munitz
Broad
Hoft
Waest
Coaper
Patifio

Gomez

Noles

(1) Adopted by the Board of Trusteas January 26, 1994

Chancellor (4)

Executive Vice Chancellor
Sr Vice Chancellor -
Academic Affairs

Vice Chancellor -
Business and Finance
Vice Chanceilor -

Human Resources/Cperations
Intenm Vice Chancallor -
University Advancament
Ganearal Counsel

Current
Base Salarv

$118,212
$115,956
$116,760
$115,856
$115,856
$115,956
$122,880
$117,768
$124,020
$134,800
$115,956
$124,020
$118,764
$122,292
$120.012
$115,956
$124,020
$115,956
$117,960
$128.304
$120,075

$175,000
$138,504
$131,502
$135,000
$120,504
$120,504

$129,996

(&) Includes genseral and non-general tund allowances,
(3) Campus presidents and exscutive stalf without a specified allowance may use a state owned vehicle
for busmess purposes
(4) Addrticnal $10,000 m non-state delerrad compensation

Aprll ‘94 (1)
Base Salarvy

$130,033
$121,753
$127,268
$132,189
$128,711
$129,870
$132,096
$117,768
$136,422
$138,844
$125,232
$140,142
$128,265
$136,967
$134.413
$124,072
$146,343
$122,913
$127,632
$128.304
$130,4862

Total Housinag (2}

Provided

Provided

Provdad

Provdad

Provided
Provided

Provided

Provided

APPENDIX B

ATTACHMENT C

Car (3)
Allowance
Allowance

$12,000
£18,000
$15,000

$18,000
$12.000

$18,000

$18,000
$15,000
$18,000
$30,000
$18,000

$22,800
$15,000
§12,000

$18 000 $9,000
$18,000 $8,000
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ATTACHMENT A

THE CALIFORNIA STATE UNIVERSITY
1993/94 EMPLOYEE COMPENSATION PROGRAM

- QUESTIONS AND ANSWERS -

Does the California State University (CSU) plan to provide compensation increases to
its employees in the 1993/94 fiscal year?

The CSU Board of Trustees approved a compensation increase budget to provide salary
mcreases for faculty and staff These funds have been set aside to meet the Legislature’s
intent, as expressed during the budget deliberations, to provide a negotiated salary iocrease
for faculty and staff represented by collecuve bargaining umons These funds will also
provide a compensation increase for nonrepresented employees, including management and
executives It 15 expected that increases would be negotiated and 1mplemented for a parual
year only. CSU umons mclude the Cahfornia Federanon of the Umon of Amencan
Physicians and Dentists, the Califorma State Employees' Association, the Cabforma Faculty
Associayon, the Academuc Professionals of Cahforma, the State Employees' Trades Councal
and the State Umiversity Police Association. The CSU has already begun negotating with
the exclusive representatives of the collective bargaining umts regarding salary increases for
represented employees n 1993/94, Planming s underway 1o provide mcreases 1o managers
and executives, incloding campus presidents, based upon individual performance and
expenience The salary increase will come from the 1993/94 budget supplement. Revenue
from students fees will not be used to provide salary increases Question and answer 5
address available funds for salary increases 1in 1993/94

What is the C5U’s policy on compensation?

The goal of the CSU’s compensation pohicy 15 to provide, withun available resources, a
competitive program that msures a reasonable leve! of compensation and recognizes
mertenous performance for all employees. The CSU 1s working diligently to reshape 1its
organzation 10 deliver services to 1is students, as efficiently and cost effectrvely as possible
As 1t restructures its organization, the CSU has, and will conunue to have, fewer people,
doing more work and those people need to be paid compeutively An adequate
compensation foundation needs to be established and mawntained so the CSU can retan and
recruit qualified and dedicated faculty, staff, managers and execuuves in this new era of
fewer resources and higher expectanons

When was the last time salary increases were granted for CSU employees?

CSU empioyees in collective bargaining umits last received general salary increases in
January 1991 Some eligible employees n collecuve bargamng unts did receive Mert
Salary Adjustments (MSAs) m fiscal years 1996/91 and 1991/92, but only those employees
represented by the State Employees' Trade Council recerved MSAs 1n the 1992/93 fiscal
year MSAs, which are essenually autornatic non-discretionary steps on a salary schedule,
amount to approximately 4 9%, and those employees at the top of the salary schedule do not
recewve them MSAs do not exist for managers or campus presidents Managers and
campus presidents are not represented by collective bargmning and have oot received any
salary ncreases since January 1991

What determnes how much salary increase an employee may receive?
Employees who are not in collective bargaining umts, including managers and campus

presidents, receive salary increases based upen individnal performance  Salary increases for
employees 1n collecuve bargaining units are subject to negotiaion with the exclusive
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representatve of the collective bargaiming vt When the CSU negouates with the
collective bargaining representauve, an identified pool of funds 1s normally available that
reflects funding sufficient to negouate a reasonable compensation plan involving general
salary adjustments, as well as salary adjustments based on ment

Does the CSU have funds nvailable for salary increases in 1993/94?

The CSU recerved a $50 million supplement to 1ts 1993-94 budget very late in the legisiative
process, It 15 directing the majotity of those funds toward course section restoration and an
increase 1o student enrollment However, consistent with legislanve 1nterest expressed
dunng those budget deliberations, the Trustees are proceeding to negotiate salary increases
for faculty and staff, and one-thurd of the supplemental funds have been set aside for that
purpose. This $17 million pool has been set aside m the current year’s budget to meet
expression of legislative prionty, both by providing the first negouated salary increase for
faculty and staff 1n collective bargaunng — exclusive of MSAs - since Janvary 1991, and to
negotiate the possibility of MSAs for faculty and staff collectve bargaimng umts. At the
moment, no specific compensation iacreases have been determuned, since we are still
negotuaung with all our appropriateé umon representatives.

At the same ume, the Trustee acuon envisions that within the $17 mulhon pool there will be
funds sufficient to provide merit increases to the relanvely small percentage of employees
who are not 1a collectve bargaiming umits. The assumpton s that these modest salary
adg_bu:unents for all categones of employees would be no sooner than the final quarter of
1994,

A salary increase 1s needed 10 be able to retan and recrust quality faculty, staff, managers
and executives and 1s directly Linked to the benefit of students, who are the top pniority of
the CSU The CSU stnives 1o provide quality education to an increasimgly diverse student
population. As addibopal funds have come to the CSU, restoranien of class secuons and
student services have been foremost 1o the CSU’s actions. Revenue from the increase in
student fees 15 being used to provide smident financial ad, to add course secuons, 10 IMprove
support for the libranes, to procure mstructional equipment, and to address needed repairs to
CSU facilues At the same tme, the funds and uses described mmmediately above are also
essenual to student needs and program quabity

When will salary increases be effective in the 1993/94 year?

The effective date for increases for employees 1n collective bargaimng units wil not be
known until negotiauons with the exclusive representatives of these units are completed and
ratfied Negotauons are currently underway Increases for employees who are not 1o
collective bargaiung umts, including managers and presidents, will not be effective until
1994 and the specific date will generally coincide with the date of implementation of
negotiated agreements

Will the majority of CSU employees receive pay increases as the result of collective
bargamning agreements?

Yes, the Califormua Faculty Association and five staff umons represent the majority of CSU
employees, approxumately 92% of the CSU’s total employment. Pay increases for these
groups are negouated through the collecuve bargaimming process. Managers and the 20
campus presidents represent approximately 8% of the population

Is there a clearly defined CSU executive compensation program and policy?
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Al its September 1993 meetng, the Board of Trustees’ adopted an Executive Compensation
Policy for campus presidents and system executives with the pnmary objecuve of providing
a total cash compensanon program Which recogruzes individual performance and expenence
and addresses the need to mamntain z competiive market posiion  Discussions about
executive compensancn had taken place with the Board of Trustees over the past several
years focusing on the serious external compettive problems and :nternal nequiues in the
CSU execunve salary program. The Executuve Compensation Policy was developed to set
forth clear objectives and methods for establishung equiry and accountability, and 1t 1s
available upon request.

It 15 the 1atenuon of the CSU Trustees to maintamn open dialogue with the legislarure, the
executtve branch, the Califormiz Postsecondary Educanon Commussion (CPEC) and other
relevant agencies regarding compensation adjustments, Trustee acuon is not expected unul
1994, m part t0 have a more umely and candid exchange as the legislatve session begins,
and 1n part, (o conunue adjusting our policy to meet public concerns and expectanons.

What is the strategy and methodology for establishing pay levels for campus
presidents?

Compensation recogmzes individual performance and expenence, as well as the CSU’s
recruitment and retention expenence. Additionally, compensauon 1s based on mssion,
scope, size, complexy, and programs of each campus Regional cost-of-living differenuals
are also taken into consideration when establishing pay. The CSU amalyzes data on
presidenual compensaton reported by the California Postsecondary Education Comrmussion
(CPEC) companson group for CSU faculty salaries It then targets the average toal cash
compensation of the presidents as bewng approxumately the mean for comparable positons 1o
the CPEC companison group.

Do the CSU Trustees have formal polices and procrdures for performance reviews of
presidents?

Yes The CSU Trustees adopted formal policies ani procedures for penodic review of
presidents, vice chancellors and the chancellor at the September 15-16, 1987, Board of
Trustees' meeting The critena for assessment include, but are not lirmuted (o, general
admumstration effecnveness, working relations witun the systern and campus éducational
leadersiup and effecuveness, community relations, personal characterisucs, and managernent
performance Additopally, dunag performance g¢valuations. presidents are measured on
thetr success 1n addressing 1ssues of diversuy of faculty, staff and students. graduation and
retention rates of students; in;umuooenal advancement. including fund raising, and
mamntenance and preservrtion of the State’s financial investment in the physical plant. All
%SU executives are evaluated every three years and the results are reporied to the Board of
Tusiees.

What is the relationship of the CSU to the California Postsecondary Education
Commission (CPEC) regarding CSU salaries?

CPEC (and 1ts predecessor agency) has been providing reports to the Legislamre regarding
faculty pay n the CSU and UC since the early 1960s In the early 19805 the Legislature
directed CPEC to inctude 1n 1ts report on facuity salanes, mformation on CSU and UC
admunistrative salanes. In other words, CPEC provides comparauve informauon and
analysis 10 the Legislamure on CSU compensanon practices,

The CSU has worked with CPEC and the Legislamrs to establish an appropnate set of
companson institutions 10 evalnate pay practcas for faculty, admimstrative, and executive
positions Twenty mnstituuons are 1n the CPEC comparauve group
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What is the relationship of CSU salaries for faculty and presidents to these CPEC
comparison institutions?

As of November 1992, average full-ume CSU faculty salanes lag the average faculty
salanes reponted to the CPEC companson group by approxmately 8% The compensation
increase that will be negotated for the 1993/94 fiscal year with the exclusive representative
of the faculty, the California Faculty Association, will help to narrow that gap The average
CSU presidental compensation trails the average presudential salaries reported to the CPEC
companson group However, for presidental salaries, the gap 1s almost triple that for
faculty, at approxamately 20%

Are the Trustees considering a 20% across-the-board increase for presidents to make
up for the CPEC companison group lag?

No The Trustees do NOT mitend to provide a 20% across-the-board increase to presidents
even though the average CSU presidential compensation trails the average presidennial
salanes for the CPEC public and private companson group by more than that amount. The
CSU gives consideration to data on presidential compensanon reported by CPEC, however,
ment salary wncreases are provided to presidents based upon the vanous factors noted
questions 9 and 10.

What influence do the CPEC comparison mstitutions have when setting and/or
adjusting salaries for presidents?

The CSU executive compensation policy targets presidential compensation based very
strongly upon the current CPEC comparison group, and upon discussion with their staff
The CSU establishes the target for the average total cash compensanon of presidents as
being approximately the mean for comparable positions 1n the 20 comparison institutions
What universities are included in the most recent CPEC comparison group?

Twenty mnstitutions are in the CPEC comparative group:

Publi Privat
Anzona State Umversicy Bucknell University
Cleveland State University Loyola Umversity (Chicago)
George Mason Umiversity Reed College

Georgia State University Tufts University

Ilhnots State Umiversity Univ of Southern Califormia

North Carolina State Umiversity - Raleigh
Rutgers, State Unversity of New Jersey, Newark
State University of New York - Albany
University of Colorado - Denver

University of Connecticut

University of Maryland - Baltimore

University of Nevada - Reno

Umiversity of Texas - Arlingion

University of Wisconsin - Milwaukee

Wayne State Umiversity

How are the presidential salaries in the CPEC comparison group obtained?
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CPEC companson presidenual salanes are obtained by the College and University Personnel
Associanon (CUPA), an independent thurd-party survey source. The latest reported salary
data set 1s for Fall 1992

What presidential salaries were reported to College and University Personnel
Association (CUPA) for the Fall 1992 survey?

Sixteen of the twenty CPEC companson institunons reported data on presidential salanes to
CUPA. Four institutions did not submut data to CUPA and were not mncluded in the report.
Georgia State Umversity, Rutgers, State University of New Jersey, Newark, Tufts
Umiversity; and, Umversity of Southern Califorma. As 15 typical in salary surveys, reporing
nstitutions are listed, but they are not publicly identified with therr salaries.

§240,000
175,000
159,400
157,500
151,003
150,542
149,997
140,000
140,000
132,600
130,614
126,800
124,160
115,000
113,800
112,116

What is the average CSU presidential salary and how does that salary compare to
average CPEC comparison salary for campus presidents?

The average of CSU presidential salares 15 $120,075 The average for CPEC companson
msututions, excluding the four institutions who did not report presidential cormpensaton to
CUPA (Tufts, Rutgers, Umiversity of Southern Califormia and Georgia State) 15 $144,908
The average CSU presidential compensation trails the average presidential salanes for this
group of public and private mstitutions by more than 20%

If the CSU eliminates the high and low reporting salaries, what mnpact does that have
on the comparison?

If the CSU elmunates the hugh and low salary from the reporting mnstitutions in the CPEC
Lisung, the CPEC average 1s reduced to $140,458, which 1s stll approximately 17% greater
than the CSU presidential average. The CSU does elyminate the high and low values, based
On expert opuuon, 1n order to prevent extremes from nusleading the overall average results.

What are the presidential salaries of the four institutions that did not report that data
to CUPA in the Fall of 19927

The pnivate wnstitutions (USC and Tufts Umiversity) are not required to make salary
mformation pubbc, although it can be assumed that their salanes would be 1n the upper thurd
of the survey range of salaries
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The CSU did contact the two non-reporting public institutions by telephone 1in September
1993 requesung presidenual salary data. Georgia State Umversity reported $153,740 and
Ruigers University at Newark reported $108,000. (Please be advised thar the two salanes
were obtamed via telephone September 1993 and that data obtatned outside the formal
CUPA survey cannot be completely relied upon and are not pari of the CUPA Fall 1992
data set )

Adding salanes for these two institutions to the lLisung reported to CUPA produces the
following new listing

5240,000
175,000
159,400
157,500
153,740
151,003
150,542
149,997
140,000
140,000
132,600
130,614
126,800
124,160
115,000
113,800
112,116
108,000

The new overall average 15 $143,348, which 15 approximately 19% greater than the CSU
average When the gh and low are eliminated, the average changes to $139,517, which 15
approximately 16% greater than the CSU average

Is there a current problem recruiting and retaining qualified individuals to serve as
CSU campus presidents?

Yes. the CSU has had senous difficulty recnuting and retamming campus presidents in recent
years Lately we have lost two presidents, with compensauon shorticorungs contributing
directly to their reasons for leaving. In addstion, other current campus execulives are under
severe pressure to consider highly competitive offers across the country, and the recrutment
of presidential candidates, most particularly those from underrepresented groups, is also
becomung ncreasingly difficult. Persons of color, and women, who are lughly qualified for
executive positions, are reluctant even to apply for CSU posttions because of the erosion of
fiscal resources through the state, combined with the very low salary situation at our
nsttntion, especially compared to national pnonues for their employment.

‘The San Jose State Unrversity recruitment of an executive from outside Cabforma faled two
years ago, and compensation was cited as one of the major reasons for that loss. In fact, we
have been successful i only one such external recruianent in the past two years, and that
siuation required complex negotiauon efforts that conciuded with a placement meaningfully
beyond the top of existing presidential salanes. Indeed, there 18 now an equal crisis relaung
to the huning of vice presidents and deans for professional colleges, since the presidential
salanes are pressing 50 low upon any negotiating range for other semor officials The
national market 15 even further above CSU at these positions
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CSU presidents who were successfully hured from within and without the system in recent
years were advised dunng the recruitment process that the Trustees were commutted to
moving forward and providing competiuve and equitable salanes The worst example of
candidates bemng musled was in 1990, when two of the current presidents were appointed to
therr posiions and they accepied those responsibilities with offers of specific salanes
However, both were told after armval that the salaries offered could not be provided, since
public distress over the process of determumng an earhier chancellos’s compensation led the
Board of Trustzes 10 lower the salanes of campus executves as well

Why is recruitment of presidential candidates from underrepresented groups a
particularly challenging compensation issue?

Recruitment of candidates from underrepresenied groups for campus presidents 15 difficult
because of the still Lmuted pool of qualified candidates Histonically, persons of color, and
women, have not had comparable opportuniies (o advance and parucipate 1n Umversity
positions that would prepare them for campus leadership. Although the pool of qualified
mdividuals with administrative experience has increased — thanks 1n significant measure to
recent CSU execuuve activities — demand still far exceeds the supply Across the country
prestgious insttutions are actively recruiung these candidates, and frequently those colleges
and uwnuversities offer attractive salanes with which we have been totally unable to compete,
since thus 1s clearly a market dnven 1ssue. Recnuung persons of color and women for
executive positions 15 a very hugh prionty for the CSU, given our role n the state and the
nation, and we are begionung to have great success traimng and finding these candidates —
then lose these strong managers to other mnsututions. Compensanon remains the one vital
key to the recruitment and retention of supert umversity leaders Improving this siuation
quickly and dramatically 15 an absolute requirement both for educational value and for social
justice

Does the CSU compare its presidential salaries against those of UC campus executives?

UC 15 NOT included 1n the CPEC companson group, but the CSU and the national hagher
education marketplace are affected by the salanes paid to UC campus executives  The CSU
and UC compete for executives from the same limuted nattonal pool of qualified applicants
and the difference between CSU and UC campus executives salaries 15 even greater than
those of the comparison instuunons. Additionally, CSU and UC campuses are located 1n
many of the same California locations with simular regional iving costs, therefore, 1t 1s
wnportant that CSU nformally censider UC campus executive compensation as a basis of
comparison when setting salanes for CSU presidents The CSU plays an important part 1n
the present and future growth and econonuc health of Califormia and the nation Therefore,
1t 15 anportant that presidents of the complex and demandmg CSU cammpuses be treated ag
the competent and competitive leaders the state requires

Why should anyone making over $100,000 a year, and commutted to public service,
expect more money at a time when welfare benefits and other basic social programs
are being cut dramatically?

It 15 essential that the vital role of the Califorma State University 1n the developmeant of an
educated and effective workforce be maintained, and even enhanced, if the California
economy 1s 10 recover and continue to grow, and funding for cnuical social programs is 10 be
restored Inm this era of sipnuficantiy reduced resources and considerably raised expectauons,
the dynamuc leadershup of the campus president 1s the key element 1n keeping the engine of
educational productivity and social enhancement operating at maximum efficiency There
18, simply, no subsuwie for the years of unique expenence, the energy, and the creauvity
thar these wndividuais bring to their assignments
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At the same tme, higher education 1n California 1s part of a nauonal system of colleges and
umversities that shares a very hmted pool of quahified executives, and the current campus
chuef execuuves are under severe pressure to consider hughly compeutive offers from across
the nation Moreover, the recruitment and retention of presidental candidates from
underrepresented groups 1s becomng wcreasingly difficult, as descnbed above. The CSU
campus presidents have clearly demonstrated theyr dedication and commutment by the
superb manner m which they have gwded thewr institutions through some of the most
difficult tumes n the history of public hugher educahon Now the state should recogruze this
dedication, commutment, and success, and the reality of the nauonal competitzon for talented
educational leaders, so that the Califorma State University may continue 1ts effons to
improve the California economy and to restore social benefits Dedicated, ugh quality
public service sull requires fair recogmition. No matter how loyal and caring any campus
Chuef Executive Officer remains, the nauonal pressure for excellent leadership will remove
those valuable managers from Califorma's resource base 1f the current nequity 1s not
corrected.

When do the CSU Trustees expect to discuss salary adjustments for campus
presidents?

It 15 expected that presidennal salary adjustments will be discussed and adjustments will be
recommended at the January 25-26, 1994, Board of Trustees' meetng at the same ume all
other compensation 1ssues are debated. Discussions will be conducted 1n open session with
the effecuve date no sooner than April 1994,

Is it the intent of the CSU Trustees to maintain open discussions regarding the setting
of execulive compensation?

The CSU intends to mamntain an oper dialogue with the Legislature and the executive
branch, as well as other public constituencies, concermng the role of compensation 1n
recruiting and retauung high quality and experienced leadership These discussions and
actions will also be conducted dunng open sessions of the Board of Trustees’ meetings, with
advance information provided both to Board members and to other constituencies

High quality, visionary, dedicated, and energetic campus and system leadership must lead
the CSU nto the 21st cenury Inadequate compensation for that leadership cannot be
ignored The CSU is expenencing retention and replacement difficulty at the most
challenging and cnucal time 1o Californsa hugher education hastory, and if it contunues, this
state’s traditional hugher education values are m great jeopardy

December 1993
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1993-94 ANNUAL REPORT ON ADMINISTRATIVE SALARIES
UNIVERSITY OF CALIFORNIA

PART 1: Policies on Compensation and Benefits for Senior Administrators

On December 10, 1992, The Regents approved revised policies on compensaton and benefits
for senior admumstrators. Those policies are summanized below

A. Compensation Policy

(1)  Total cash compensation shall serve to mantain a compettive market postuon
and recognize individual performance.

() Compensation programs shail be clear and simpie to enhance wnternal and
external understanding of the basis for and components of compensation

(3)  The methodology for establishing executive pay levels shall continue to be
parallel to that unlized for faculty and staff and, therefore, shall include the
following elements: use of market surveys of comparable positions at
comparable public and private universities, review of intemal relationships,
and consideration of recruitment and retention expenence The methodology
to be implemented follows:

(@  The Umversity shall adopt the UC/CPEC common methodology for
market surveys for Chancellors’ compensation, which utilizes the All
University Set of 26 public and private universities, and calculates
compansens to the market average, expressed in terms of leads and
lags. (Data on the Companson 8 mstitutions will continue to be
reported as well).

(b)  The University shall establish the target for the average total cash
compensation of Chancellors as being approximately the mean of the
All Umversity Set, with actual distnbubon based on scope, size,
complexity, and quality of each campus; performance and experience of
each mndividual; and recruitment and retention experience

(<) The University shall use internal relahonships, coupled with the
performance and experience of the individual, and recruitment and
retention expenence, to determine compensation for other execuuves,
supplemented by speciahzed surveys for positions not adequately
represented in the All University Set

{d) For systemwide positions, the factors histed 1n (c) above shall be

utilized to determine appropnate compensation levels, with emphasis on
mternal alignment.
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In 1its 1990 report to the Legisiature, CPEC noted that "the University
of California 1s the largest and most complex centrally admimstered
higher education doctoral degree-granting and research enterpnse in the
nation”. Therefore, while Chancelior positions at the Umversity of
California are relatively easy to compare to comparable positions 1n
other umiversities, the size, scope and complexity of the Umversity as a
whole makes 1t difficuit to find survey matches for semor systemwide
positions.

The compensation of senior systemwide officials shouid reflect their
key role in determining policy and strategic direction for the entire
msttuaon. The unique relanonship between campus offices and
systemwide offices 13 not easily reflected 1n a tradinonal, herarchical
organization chart based on reporting relatonships. However, 1f
compensation 18 structured so that the middle group of Chanceliors are
paid, on average, at the market mean of the All Unmiversity Set, the
appropriate salary levels for each group of positions can be established.
Using Chancellors as the benchmark positions, these unique
relationships have been translated wnto a salary structure, as depicted
below:

President
Chancellors - UCB, UCLA
Senior Vice Presidents
Chancellors - UCD, UCI, UCSD, UCSB
Vice Presidents
Chancellors - UCR, UCSC

UCSF 15 not included 1n this structure in view of 1ts unique position
within the Umversity as a health sciences insuution Compensation
requirements for specialized positions such as the General Counsel or
Treasurer are not included 1n thus structure, but rather are assessed in
relation to the umique labor market they occupy.

With regard to deferred compensation, a three step plan was implemented to
phase-out deferred compensation by December 31, 1993, and convert deferred
compensation to base salary, dollar for doilar. The result was that by
December 31, 1993, the total compensation of affected executives 18 the same
as on January 1, 1993; however, the compensation previously provided in the
form of non-qualified deferred income plans 15 provided in the form of base
salary. Attachment I-A displays total compensation reflecting the phase-out
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Sumnlemental Benefits

Any supplemental benefits provided to senior admimstrators shall be determined on
the basis of their prevalence among comparable public and private umversities, and
the extent to which they are cniical to the Umiversity 1n recrwting and retaining key

personnel.

)

@

(3)

@

&)

Umiversitv-Provided Housine

The President and Chancellors shall be required to live in a University house,
with the alternative of a housing allowance provided only if suitable University
housing 15 not available. Eather a house or a housing allowance shall be
provided, but not both Inclusion of the value of the house or housing
allowance in the defimiion of covered compensation for the UCRP pension
plan shall be discontinued, effective January 1, 1994

Executive Tax and Financial Plannine Proerar,,

Discontinued, effective January 1, 1993,

Specral Augmentation to the Severance Pav Plan for Associates of the
President/Chancellors

Discontinued, effecuve January 1, 1993
Executive Life Insurance Program

Coverage reduced to a rate of two tumes salary for Executive grades A through
E, effecuve Apnl 1, 1993

Suppiemental Vacahon

Eliminated, effective January 1, 1993,

Health. Welfare. and Retirement Benefits

Semor admimistrators at the University of California receive the same health, welfare,
and retirement benefits provided to all career employees. Attachment I-B indicates
the average cost of these benefits Actual costs for individuals will vary according to
the plan and coverage sclected.
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D. Expense Accounts

All admunistrators at the Umversity of California are subject to University guidelines
regarding reimbursement of business expenses. In addition, the most senior
admimstrators are eligible for rexmbursement of business expenses from the
Admimstranve Fund. The Guidelines for use of this fund are attached.

PART I: Compensation of Chancellors - Market Comparisons

In accordance with the joint UC/CPEC common methodology, the All Umiversity set of 26
institutions has been used as the basis for market compansons for the benchmark position of
Chancellor. The Umversity's lag to market (the percent by which UC salaries would have to
be increased to match the market) has been calculated using total cash compensation, which
includes base salary, any other cash, such as stipends, and any deferred compensation. The
Unuiversity has phased out deferred compensation and converted it to base salary. Ths
process was completed on January 1, 1994,

The lag to market for total compensation 1s summarized below

Average Total Compensation

Chancellors
{in thousands)
uc | Anvmverstvset | UC Lag [
| $188,400 | $215,765 | 145% I

In 1991-92 the average UC compensation for Chancellors was $189,989 Average
compensation fell in 1992-93, and again in 1993-94, due 1o the fact that the compensation of
newly appointed chancellors at UC Irvine and UC San Francisco 1s less than that of the
previous mcumbents. Average compensation at other institutions has increased while UC’s
compensation for Chancellors has been frozen since January, 1991, or 1n the case of new
appointees, has been reduced,

Data was also gathered on the Companson 8 insttutions. For 1992-93 the average total cash
compensation for this group was $212,148 The UC lag to market 1s 12 4%.



APPENDIX C

Part III: Changes in Compensation Levels

Compensation for all UC executives, including that of systemwide officials, has been frozen
between January 1, 1991 and December 31, 1993, Effective January 1, 1994, only those
executrves at the lowest grade levels whose compensahon was less than $125,000 were
eligible for six-month performance-based merit increases (averaging 2%, consistent with the
level of ment increases provided to faculty and staff). (UC staff were eligible for six-month
ment increases i 1993-94; UC faculty were eligible for full-year ment increases.)

As previously reported to CPEC and as noted below and 1in Attachment II, the three most
senior executives who were recently appomnted (President, Provost and Senior Vice President-
-Academic Affairs, and Semor Vice President--Business and Finance) are receiving totai cash
compensation below that received by the previous incumbents.

Former Current
Incumbent’s Incumbent's
Tatal Compensation Total Compensation®

President $307,900 $280,000 L
Provost and Semor Vice President—
Acadermic Affairs** 199,200 190,000
Semor Vice President—-Business and
Finance™* 199,200 187,500

* Total compensation reflects January 1, 1994 salaries
*sNew mcumbents do not receive housing allowance of $40,000

Deferred Compensation

Deferred compensation, which had been provided to the 10 most sentor positions 1n the
reporting group, was converted to base salary beginning January 1, 1993 and ending January
1, 1994, except for the President and the Laboratory Directors. The President’s deferred
compensation will end on September 1, 1995 Changes in compensation for the Laboratory
Directors 1s tmplemented only as approved by the Department of Energy Deferred
compensation for Laboratory Directors will end as contracts expire. For executives with
deferred compensation, the net change in total cash compensation from 1992-93 to 1993-94 1s
Zero
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Attachment I-B8

HEALTH, WELFARE, AND RETIREMENT BENEFITS
FOR UNIVERSITY OF CALIFORNIA CAREER EMPLOYEES
1992 COMPOSITE COST

Medical $§ 306.76

Dental 36.66

Optaical 8.97

Life 5.90

Disabilaty 7.63

Unemployment Ins. .13%

UC Retirement Plan 11.72% (non-sSafety); 12.45% (Safety)?
Medicare/0ASDI 7.65%

*Calculations for unemployment insurance are done on a
periodic basis. The percentages change based on asessment rates.
The rates vary by personnel program but the claim costs are
unavailable at this level of detail. The total 9=-campus
unemployment insurance benefit charges divided by the total g9-
campus unemployment insurance covered wages for fiscal year
1991/92 were used i1n the calculations. Formula = Total UI Claims
Paid/Total UI Covered Payroll.

*Value of one year of service. Currently not funded due to
full-funding limit of UC Retirement Plan.
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The Umversity of Califorma
Compensation Ranges for Selected Office of the President
Admimstranve Positions

1993-94
Annual Fiscal'
1993-94
No. of Compensation
Title Posifions Range
Admmstrative Officers
President 1 $280,0007
Provost and Senior V P.--Academic Affars 1 190,000°
Senior Vice President--Business and Finance 1 187,500
Vice Presidents 3 172,900 to 180,000
Associate Vice Presidents 4 122,800 10 137,700
Assistant Vice Presidents 8 105,000 to 127,500
Umversity Controller (vacant)
Director of State Governmental Relations 1 116,300
Umniversity Auditor (vacant)

Regents' Officers

General Counsel 1 $196,200
Treasurer 1 238,400
Associate Treasurer 1 174,600
Secretary 1 102,700

APPENDIX C

Attachment I

Increase/
Decrease
from

199293

-9.06%
-4.62%
-1.69%
0%

0 73%*

1 90%*

200%

0%
0%
0%
-11 70%

Please note: Executives whose permanent salanes do not exceed the range maximum of

$125,000 were eligible for a half-year ment increase effective January 1, 1994

'Salary rates from January 1, 1993 to January 1, 1994; subject to the 1993-94 temporary

salary reduction as implemented

2Appointment effective October 1, 1992  Base salary 15 $243,500, plus $36,500 1n
deferred compensation which will expire 1n 1995 and wail not be converted to base salary

*Appointment effective April 1, 1993,

*Appointment effective June 1, 1993

Ment increase of 0.73% represents an increase for one ehgible incumbent whose salary

1s below $125,000, with the exception of two non-eligible incumbents

SMent increase average of 1.90% represents increases for seven ehigible incumbents
whose salaries are below $125,000, with the exception of one non-eligible incumbent.

?Appointment effective November 1, 1993,
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Attachment
University of California

1993 Study of Campus Chlef Executive Total Compensation
CPEC Participants

1mﬂmmmm%»h
. SRR R T e w A S K W,

" Brown Univeretty s

Californin inwtitute of Technology 4

Columbia University v

Cornail University v

Duks Univarshy 4

Hervard Untversity v /
The Johns Hopkine Unlversity v

Massachussetts Insttits of Technology v v
Northwaestern University v

Stanford Unhvarsity v
University of Pennsylvanis v

Yals University v Y
b T T S R e S Sl 1 e R
Strte University of New York Buffalo and Stony Breok Buffalo
University of Colorado Systarm, Boulder

University of Niinois Chicago and Urbans Urbana

- Univensity of Michlgsn s v

Univarsity of Minnessta Systern, Duluth and Twin Ciies

University of Texas Austin

University of Virginis v 4
University of Washington v

University of Wisconsin Madlson

IDrwers Berrin
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UNIVERSITY OF CALIFORNIA

BERKRELEY DaVIs  IRVINE  LO5 ANGELES  RIVERSIDE  SANDIEGO « SAN FRANCISCO l

BAVID PIERFONT GARDNER
Pressden:

RONALD W BRADY
Semor Viee Prendent—
Adminstranion

September 16, 1992

CHANCELLORS

LABORATORY DIRECTORS

VICE PRESIDENTS

PRINCIPAL, OFFICERS OF THE REGENTS

Administrative Fund Reportina Procedures

Enclosed are revised Administrative Fund Reporting
Procedures. These Procedures, which supersede those issued by me
on August 5, 1991, will be published as Appendix A of Accounting
Manual chapter A-253-27, Administrative Fund Procedures.

The enclosed Procedures incorporate the changes implemented
by President Gardner effective with his September 2, 1992 letter

to The Regents (copy enclosed).

Any questions concerning these Procedures should be
addressed to Unaiversity Controller Pastrone.

é,M

ald W. Brady

Enclosures

cc: President Gardner
University Controller Pastrone
Unaiversity Auditor Tuffnell
Vice Chancellors--Administration
Accounting Officers
Spec:ial Assistant Gardner
University Counsel Portwood
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"UNIVERSITY OF CALIFORNIA

BEAMELEY  DAVE  IRMINE  LOS ANGELES  RIVERSIDE  SANDIEGD  53% FRANCICO ! SANTA BARAARA - SANTA CRUZ

OFFICE OF THE PRESIDENT
300 LAKESIDE DRIVE
DARLAND, CALIFORMLA 94612 3550

DD PIERPOST GARDMER
Preaidenc

September 2, 1992

THE REGENTS OF THE UNIVERSITY OF CALIFORNIA

I am wniting to offer some comments and background about the Auditor General's

) report, "A Review of the University of Califormia’s Executrve Compensation, Benefits and
QOffices,” preparatory to our discussion of that report at the September meeting of the
Board As you may recall, the review was requested in April 1992 by the Joint Legislative
Audit Commuttee. The University welcomed this review and participated fully and
cocperatively 1n 1ts preparation, as the Auditor noted. The University will respend within
60 days to the Audutor's recommendations, following a review of the report by The Regents
In Septemoer

The Admurnustrative Fund (tunds denved trom non-state sources and earmarked for
use by certain University officers for official travel, entertainment, and related expenses)
helps those of us charged with admimstrative responsibility for this insiitution to do our jobs
i carrying out the University’s farflung academic and aaminustrative actuvities, in helping to
recrult outstanding individuals to the University's ranks, and 1n extending and enhancing the
Unrversity's retationships with 1ts many and vaned constituencies--its alumn ana donors, its
students, faculty, and statl, its many commumutizs worlawide, and government at all levels
This important work 1s undertaken not for the benefit, convenience, or welfare of the
individual officer but for the benefit, convenience, and weltare at the Umversitv of
California and, thus, ultimately the peaple of Calitornia

As you will have noted, the Auditor identitied no significant finaings of policy
violations or of unautherized expenditures. However, some needed changes in the use ot
Adrministrative Funds have been suggested by the Auditor  These changes are needed, in
my opimion, and should be made promptly Thus, consistent with authonty delegated by the
Board to the President, 1 am direcung that the following modifications be made 1n the
Admunistrative Fund guidelmes (current guidelines attached) to be eftecuve immediately

Section

C1 First-class airfare cannot be charged to the Fund unless no other class of
arrfare 15 available or unless there 1s 3 demonstrated physical need or business
necessity

c2 Business meals with other Universuy employecs may be charged to the Fund

only under circumsiances when a clear University business purpose can be
documented Mere personal convenrence does not meet this test
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C.3 The purchase of property for personal use will not be permutted under any
circumstances.
C3 Ghfts or contributions to outside individuals or organizations will be permitted

ondy if 1t can be demonstrated that the gift or contribution will benefit the
Unrversity or is clearly seen as needful to the Unmversity in helping meet its
role as a good community citizen. All such gifts and contributions must be
made on behalf of the University of California. A statement to this effect,
wrniten on official University letterhead, must accompany all such gifts and
contributions.

I will have more to say on this topic at our September mecting, but wished The
Regents to have these comments as background for ther review and discussion of the
Auditor General's report. '

g e

avid Pierpont &/‘(ncr

Enclosure -
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Unaversity of Californaa
Office of the Senicr Vice
President--Adninistration

September 2, 1992

ADMINISTRATIVE FUND REPORTING PROC@DURES

The 2dminastrative Fund is furnished under Regents’ approval to
meet the expenses arising from University travel, entertainment,
and other official business. 2Amounts reimbursed from the
Administrative Fund, 1in accordance with these Procedures, may
exceed the expenditure limitations and restrictions set forth in
the University‘s policies on travel, entertainment, and
memberships. The Administrative Fund, therefore, supplements
departmental expense budgets by providing a reimbursement source
that would not otherwise be available to the recipient. For
example, the Administrative Fund may be used to pay for expenses
which exceed the rates established under the University’s travel
and entertainment regulations, or for the purchase of a gift upon
retirement of an employee with long service. It should be
emphasized, however, that the use of the Adminlistrative Fund is
intended to reimburse only documented University business
expenses which would not create additional taxable income for the
reciplient or be reportable to the Internal Revenue Service (IRS).

a. DISBURSEMENT

Two options for the disbursement of the Administrative Fund
allocation are avallable to reciplents and subreciplents
designated to receive formal suballocations:

1. Direct Pavment or Reimbursement Option

The preferred method of disbursement of the
Administrative Fund allocation 1s by payment of a
vendor’s invoice, a travel voucher, a corporate credit
card billing, or by reimbursement to the recipient.
Under this option, the disbursement of Administrative
Funds 1s for the reimbursement of specific expenditures
based on documentation submitted by the recipient to
the accounting office for payment.

2. Cash Advance Ontion

This methed of disbursement of the Administrative Fund
allocation provides for monthly cash advances to the
recipient. BAn additional sum may be advanced upon
written request by the recipient provided that the
recipient accounts for this advance on the monthly
expenditure report submitted to the accounting office.
The reciplent must maintain a separate checking account
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to record Administrative Fund advances and expenditures
in order to avoid commingling these funds with his or
her perscnal funds. However, the establishment of an
interest bearing account must be avaided since the bank
would report the resulting interest income to the IRS
as taxable income received by the recipient.

Under both disbursement cptions, the recipient is
required to submit the appropriate administrative Fund
monthly expenditure report to the accounting office as
provided below in Part B. Each expenditure report must
be accompanied by adequate substantiating documentation
for retention by the accounting office. Recipients
also must maintain their Administrative Fund accounting
records on a cash basis, that is, only those
expendltures actually paid, or incurred through a
credit card charge, should be included on the monthly
expenditure report submitted to the accounting office.
For campus or Laboratory recipients, the local
accounting cffice will be the office of record. For
Officers of The Regents and Office of tie President
recipients, the Corpeorate Accounting Cffice has been
designated as the office of record.

DOCUMENTATION

The documentation procedures described in this section are
intended to ensure that an "adequate accounting®™ of the
reclplent’s use of the Administrative Fund 1s made to the
University in cempliance with the income tax regulations.
Under the regulations, an employee must provide hils or ner
employer with the same type of records and supporting
information that he or she would be required to give to the
IRS 1f 1t guestioned a deducticn on the employee’s tax
return. Consequently, expenses which are not adeguately
accounted for by the Administrative Fund recipient, or
subrecipient, will not be reimbursed.

In general, the term "adequate accounting” means that each
expenditure charged against the Administrative Fund for a
travel, entertainment, gaft, or cother official University
business expense must be substantiated according to the
following elements:

1. amount,

2. time and place of travel or entertainment, or
date and description of gift,

3. University purpose, and
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4. University business relationship of the
person(s} entertained or gift recipient(s}.

Substantilation 1s accomplished by preparing and submitting
to the University "adequate records" supported by
"documentary evidence" which, in combination, are sufficient
to establish each of the elements described above.

The term "adeguate records" means an account book, diary,
statement of expense, or similar record which 1s prepared 1n
such a manner that the elements of an expenditure are
recorded at or close to the time of the expenditure. Under
both disbursement opticns, Administrative Fund expenditures
shall be reported on the appropriate University form--Travel
Report, form UFIN 108; Entertainment Report, form UFIN 109;
or Gifts, Contributicons, and Miscellaneous Report, form UFIN
110 (Exhibats II - V). The required information should be
recorded on the form at or close to the time of the
expenditure. The report(s) should be summarized on the
Summary of Expenditure Reports, form UFIN 107 (Exhabit I},
and signed by the Administrative Fund recipient. (The forms
are available upon request from the Corporate Accounting
Cffice.}) The completion of these forms by the reciplent
constitutes the preparation of adequate records.

The term "documentary evidence" refers to the furnishing of
recelpts, inveices, cancelled checks, or similar evidence
sufficient to support the expenditure in accordance with IRS
regulirements. However, a cancelled check alone does not
support an expense without other evidence to show that 1t
was for a busliness purpose. Such documentary evidence must
be submitted for (1) each expenditure of $25 or more, and
(2) any expenditure for lodging while traveling away from
home. It 1s not necessary to duplicate documentation
submitted with the regular University Travel Expense
Voucher. IRS Publication 463, "Travel, Entertainment and
G1ft Expenses," contains further information regarding the
documentation of employee business expenses.

EXPENDITURE GUIDELINES
1. Travel

Travel expenses which may be reimbursed from the
Administrative Fund are those which have been 1ncurred
1n an eofficial capacity and which exceed the amounts
reimbursable under the University’s travel regulations
(Business & Finance Bulletin G-28, Policy and
Regulations Governing Travel). However, first-class
airfare may be reimbursed from the Administrative Fund
only 1f no other class of airfare 1s avallable or the
traveler can demonstrate that such airfare 1s recquired
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by a physical need or business necessity. Expenses
attributable to both domestic and foreign travel are
eligible for reimbursement. Any expenses associated
with personal travel shall not be reimbursed from the
Fund. If a recipient extends a business trip for a
vacation or other nonbusiness purpose, cnly those
expenses that would have been incurred had the
recipient not extended the trip are eligible for
reimbursenent.

Travel expenses i1ncurred by a recipient’s spouse,
including an Associlate of the President/Chanceller, 1in
connection with attendance at a University function or
in the conduct of official University business, may be
reimbursed from the Administrative Fund 1f 1t 1s
established that the spouse’s presence served a bona
fide University business purpose. To establish a bona
fide University business purpose, the recipient must
show that the primary purpose of the spouse’s travel
was to engage 1n the performance of substant:ial
activities directly related to the reciplent’s
employment with the University. Particapation in
official functions, which by protocol or trad:ition
reguire the attendance of the recipient’s spouse, may
be considered a bona fide University business purpose.
Ceremonial functions, alumni gather:ngs, fund raising
activities, and community events are examples of
activities that may require the attendance of a
recipilent’s spouse In addition, a spouse may be
reimbursed for his or her travel expenses i1ncurred when
attending a business meeting, workshop, or conference
as an official representative of the University.

The business purpose connected with the travel of a
spouse must be documented on the recipient’s
Administrative Fund Travel Report in accordance with
IRS substantiation regquirements. In the absence of
such evidence, expenditures for spousal travel shall
not be reimbursed from the Fund.

Entertainment

This category 1s intended to cover the expenses for
entertainment when the employee 1s entertaining
visltors, University personnel, or other individuals in
an official capacity. Such expenses may include the
cost of food, beverages, catering, rental of
facilities, extra household help, ete. The
Administrative Fund shall not be used to pay for any
meal or other entertainment expense that 1s lavish or
extravagant under the circumstances. Accordang to the
IRS requirements, the determination of whether or not



an expense is lavish or extravagant must be made on a
case by case basis. However, an expense that is
reasonable under the circumstances will not be
considered excessive merely because it exceeds a fixed
dollar amount or 1s incurred in a first-class
restaurant or hotel.

Entertainment expenses reimbursed from the
Administrative Fund must be directly related to, or
assoclated wath, the active conduct of official
University business. Although the active conduct of
such business must be the principal aspect of the
combined business and entertainment activities, it is
not necessary to spend more time on business than
entertainment. An entertainment expense incurred for
the purpose of gensrating the goodwill of prospective
University donors 1is considered a legitimate business
objective.

The expenses attributable to the spouse of the
individual being entertained, or the spouse of the
employee furnishing the entertainment, are reimbursable
from the Administrative Fund provided the entertainment
is assocrated with the active conduct of officaal
Unaiversity business.

Persons entértained need not be identified by name on
the Administrative Fund Entertainment Report i1f their
designation by title, occupation, or group 1s
sufficient to establish their business relationship teo
the University.

Business meals with other University employees may be
reimbursed from the Administrative Fund only 1f a clear
University business purpose can be documented. Mere
personal convenience does not meet the business purpose

test.
a. De Minimis Frainge Benefits

Expenses assoclated with the furnashing of food,
services, or other minor items to employees as a
de minimis (1.e., minimal) fringe benefit are
relmbursable from the Administrative Fund.

Because these benefits are mainimal in value and
provided on an infregquent basis, they also are
excludable from the gross income of the employee
receilving the benefit. Examples of de minimis
fringe benefits include occaslonal office parties,
group meals, or picnics for employees; traditional
birthday or holiday gifts (not cash) with a low
fair market value; occasional theater or sporting

APPENDIX C
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event tickets; coffee, doughnuts, and soft drinks;
and flowers, fruit, books, or saimilar property
provided to employees under special circumstances
(e.g., on account of illness, outstanding
performance, retirement, or family crisis).

Expenses i1ncurred under this category must be
reported on the Administrative Fund Entertainment
Report as a de minimis fringe benefit.

Club Dues

The payment of initiation fees and/for periodic
dues for membership in a social club, athletic
club, or similar organization is reimbursable from
the Administrative Fund if the recipient’s primary
use of the club i1s for the conduct of official
University business. Such memberships must be
approved in advance by the Chancellor, Lahoratory
Director, or Vice President, as appropriate. A
copy of the written approval shall be forwarded to*
the President. In addition, the Administrative
Fund may not be used to make payments of fees
and/or dues to organizations that maintain
unlawful discriminatory membership policies or
practices.

The Administrative Fund shall not be used to pay
any portion of the dues attributable to
nonbusiness use. Accordingly, each year an
allocation of the annual dues must be made between
business and nonbusiness use, and only that
portion allocable to University business use 1s
reimbursable from the Administrative Fund.

As an alternative to claiming a single annual
relmbursement for the year's dues applicable to
Unaiversity business use, the following procedure
may be used. The monthly dues may be paid each
month from the Adminastrative Fund. Then, in
December, an allocation of the dues for the
calendar year between the business and nonbusiness
use can be made by the recipient based on his or
her actual use of the club. The portion, if any,
of the club dues previously paid that 1s allocable
to nonbusinhess use must be refunded by the
recipient to the local accounting office when the
December Administrative Fund Entertainment Report
1s filed.

In order to substantiate the business use of the
club, 2t is recommended that the recipaient



maintain adeguate records showing the total number
of days of business and nonbusiness use.

Gifte. Contributions. and Miscellaneous Expenditures

This category includes gifts and contributions made to
outside individuals or organizations when the gifts or
contributions are made on behalf of the University.
Such gifts or contributions will be permitted only if
it can be demonstrated that the gift or contribution
benefits the University or i1s clearly necessary to the
University’s fulfillment of 1ts role as a good
community citizen. A transmittal letter, written con
official University letterhead, stating that the gift
or contribution was provided to the recipient "on
behalf of the University of California..." must
accompany all such gifts and contributions. The
business reason for making the gift or the nature of
the business benefit derived or expected to be derived
by the University must be substantiated on the
Administrative Fund Gift, Contribution, and
Miscellaneous Report. In most cases, the promotion of
goodwill in the University community 1s an acceptable
business purpcse with respect to such gifts. The title
or occupation of the gift recipient alsc must be
identified in order to establish the business
relationship to the University. The cost of such gifts
also must be reasonable in relation to the actual or
expected benefits. As documentation that a gift was
made on behalf of the University, a copy of the
transmittal letter to the gift or contribution
recipient must be submitted with the monthly
expenditure report. Gifts made for a personal or other
nonbusiness reason are not reimbursable from the
Admanistrative Fund.

Gifts made on behalf of the University and in the
recipient’s official capacity are exempt from the
Policy ont Acceptance or Cffering of Gifts and
Gratuities by University Employees issued February 6,
1980, which applies to gifts offered by individual
employees, but does not apply to gifts offered by the
Unaversity as an instituticn.

Gifts made to University employees are limited to de
mininis fringe benefits.

Administrative Funds shall not be used to make a
contribution te any political campaign or candidate or
to any political party, committee, or group engaged in
any attempt teo 1nfluence the general public with
respect to legislative matters, elections, or
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referendums. Indirect political contributions, such as
admission payments made for a dinner, gala, cocktaal
party, inaugural ball, picnic, or similar event, also
are nof reimbursable if any part of the proceeds of the
event inures to or is for the use of a ‘political party
or candidate. Admission payments alsoc anclude any
separate charges for food or drink at an event.

Miscellaneous expenses incurred by an employee 1n the
rerformance of his or her official University
responsibilities, but which otherwise are not provided
for, may be reimbursed from the Administrative Fund.
Examples of miscellaneous expenses include membership
in scholarly or professional organizations;
subscraiptions to Jjournals and other publications;
rental of equipment for University functions; etc.
However, parking tickets, traffic fines, and other
penalties incurred while on University business and
paid te a governmental entity are not reimbursable from
the Adminastrative Fund.

The purchase of property for personal use 1s not
permltted under any clrcumstances,

Season Tickets and Ouantitv Purchases

It 1s expected that, in connection with official
entertaining, guantities of food or beverages and
related i1tems way be accumulated in order to simplaify
the planning of individual events and to take advantage
of favorable pricing on gquantity purchases. Aalso,
season tickets to sporting, theatrical, or musical
events may be purchased for oeifificial entertainment or
occasional use as gifts. Such items are the property
of the University and, at the time of purchase, their
cost should be reported as a miscellaneous expense on
the Adminastrative Fund Gift, Contribution, and
Miscellaneous Report. However, as the i1tems or tickets
are subsequently used for entertainment, a non-cash
memo entry should be made by the recipient on the
Administrative Fund Entertainment Report identifyaing
the amount used as an entertainment expense. A
corresponding memc entry should be made on the Gift,
Contribution, and Miscellaneous Report reducing
miscellaneous expenses, Similarly, any applicablas
credits, rebates, or refunds received by the recipient
must be reflected on the appropriate Administrative

Fund expenditure report.

With respect to supplies and alcoholic beverages, 1t 1s
recognized that maintaining a precise record of per
unit cost or the number of items used for a particular
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event may, 1n some cases, be unduly burdensome. In
such carcumstances, a reasonable estimate of the
quantities used and the associated cost would be
acceptable for the memo entry. *

In additicn, an inventory of all quantity purchases
shall be maintained (see Exhibit VI for a suggested
1nventory record format)}.

b. ACCOUNTING AND AUDITING PROCEDURES

1.

Diswosition of Unexpended Balances

Any funds (exceeding $1.00} not used during the current
fiscal year must be returned by the local accounting
office to the Office of the President by July 31 of the
subsequent fiscal year. If the recipient selected the
Cash Advance Option, the unexpended funds must be
returned by the recipient to the local accounting
office when the June 30 report of expenditures 1is
filed. If the recipaent terminates his or her
employment with the University or becomes ineligible to
receive Administrative Funds, any unexpended balances
must be returned before the recipient’s termination or
ineligaibilaity status becomes final.

Under both disbursement opticns, the monthly
expenditure reports must be filed by the end of the
month following the month in which the expenditure is
paid, e.g., the June expenditure report 1s due no later
than July 31. Because Administrative Funds are
budgeted and accounted for on a fiscal year basis, only
theose expenditures actually pa:d, or incurred by the
reclpilent through a credit card charge, as of June 30
w1ll be accounted for as expenses of the fiscal vear.

Disvosition of Reported Deficits

When Administrative Fund expenditures exceed the total
amount awarded for the year, the recipient may formally
request augmentation of the Fund from the Pres:dent or
carry forward the deficit balance to the next fiscal
year.

Audit

As part of the University’s annual audit, The Regents’
external auditors will review the use of the
Administrative Fund and the documentaticn supporting
expenditures paid from the Fund. The local accountlng
office serves as liaison with the external auditors.
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RESPONSTBILITIES

It 1s the responsibility of the recipient tec adegquately
document all expenditures charged against-:the Administrative
Fund and to ensure that the monthly expenditure reports are
filed in a timely manner with the appropriate accounting

office.

The accounting officers shall be responsible for reviewing
the monthly expenditure reports and supporting documentaticn
for compliance with these Procedures, for recording the
expenditures in the general ledger, and for maintaining the
accounting records in accordance with the document retention
schedules.

Questions concerning the requirements detailed in these
Procedures should be referred to the University Controller,
Cffice of the President.
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Califorma Postsecondary Education Commis-
sion 1s a ciizen board established in 1974 by the Leg-
1slature and Governor to coordinate the efforts of
Califormia’s colleges and umversihes and to provide
mndependent, non-partisan policy analysis and recom-
mendations to the Governor and Legisiature

Members of the Commission

The Commussion consists of 17 members Nine rep-
resent the general pubhic, with three each appomnted
for six-year terms by the Governor, the Senate Rules
Commuttee, and the Speaker of the Assembly Six
others represent the major segments of postsecondary
education m Cahformsa Two student members are
apponted by the Governor

As of Apnl 1995, the Commussioners representing the
general pubhic are

Henry Der, San Francisco, Chair

Guillermo Rodriguez, Fr, San Francisco, Vice
Chair

Elaine Alquist, Santa Clara

Mim Andelson, Los Angeles

C Thomas Dean, Long Beach

Jeffrey I Marston, San Diego

Melinda G Wilson, Torrance

Linda ] Wong, Los Angeles

Ellen F Wnght, Saratoga

Representahves of the segments are
Roy T Brophy, Fair Oaks, appointed by
the Regents of the University of Califormia,
Yvonne W Larsen, San Diego, appomnted
by the Californta State Board of Education,

Alice Petrossian, Glendale, appomnted by

the Board of Governors of the California
Commuruty Colleges,

Ted J Saenger, San Francisco, appointed by
the Trustees of the Califorma State University,
Kyhl Smeby, Pasadena, appownted by the
Governor to represent California’s mndependent
colleges and umversities, and

Frank R Martinez, San Lis Obispo, apponted

by the Council for Private Postsecondary and
Vocational Education

The two student representatives are
Stephen Lesher, Meadow Vista
Beverly A Sandeen, Costa Mesa

Functions of the Commission

The Commussion 1s charged by the Legislature and Gov-
emor to “assure the effective utihzation of public postsec-
ondary education resources, thereby elimmating waste and
unnecessary duplication, and to promote diversity, innova-
tion, and responsiveness to student and societal needs

To thus end, the Commussion conducts independent reviews
of matters affecting the 2,600 institutions of postsecondary
education 1n Califorma, including community colleges,
four-year colleges, umversihes, and professional and occu-
pational schools

As an advisory body to the Legislature and Governor, the
Commussion does not govern or admunister any institutions,
nor does 1t approve, authonze, or accredit any of them.
Instead, it performs its specific duties of planning,
evaluation, and coordination by cooperating with other
State agencies and non-governmental groups that perform
those other governing, admunistrative, and assessment
functions

Operation of the Commission

The Comnussion holds regular meetings throughout the
year at which 1t debates and takes action on staff studies
and takes positions on proposed legislation affecting
education beyond the igh school in Cabforma By law,
its meetings are open to the public  Requests to speak ata
meeting may be made by wnting the Commssion o
advance or by submutting a request before the start of the
meeting

The Commussion’s day-to-day work 1s carned out by 1ts
staff 1n Sacramento, under the guidance of its executive
director, Warren Halsey Fox, Ph D, who 1s appownted by
the Commussion

Further information about the Commussion and 1ts publ-
cations may be obtamned from the Commussion offices at
1303 J Street, Suite 500, Sacramento, Cahformua 98514-
2938, telephone (916) 445-7933
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